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Dear Mr. Lefr¢bvre: 


BMI Canada Limited supports in principle the formation 
of a Pay TV sorvice to assist in the distribution of Canadian 
creative works. It is our hope that the establishment of such a 
system, will give consideration to the necessary licensing of 
such a service for the use of musical works, i.e. feature music, 
theme music, music used in the production of filis and background 
for dramatic and sports presentations. 


We earnestly ask that in establishing whatever body will 
be responsible for the ownership, production and programming of a 
Pay TV systen that recognition of the creators of Canada's music 
be insisted upon. 


The copyright in his creative work is one of the few 
Hoesectse lin Gie dinds of a, composer. VP lo proveat his performing 
Pei in Lait copyright is our responsibitity and the respons ibi- 
Lity ohvany vreanizition interested in the strowth ofthe creative 
ares in, Candda 


BMI Canada Limited is a wholly Canadian owned, non-profit 
performing rights organization recognized under the Copyright Act 
Rosen fore ks 


BMI Canada Limited as of August 31, 1976 has a total of 
6,554 writer, composer affiliates and 1,220 music publisher affi- 
liates, all Canadian, creating Canadian music. 


Srey fe 


BMI Canada Limited -2- 


We are also privileged to license in Canada the musical 
works of thousands of writers and composers from thirty-six countries 
around the world. 


Our service is licensing the use of music and distributing 


the monies collected in the form of performance roya:ty payments to £& 
those writers, composers and publishers whose works have been per- . 
formed. 


Tariffs collectable by BMI Canada Limited are annually 
approved by the Copyright Appeal Board and published in the Canada 
Gazette by the Commisstoner of Patents under the authority of the 
Minister of (onsumer and Corporate Affairs. 


We at BMI Canada Limitec will be pleased at anytime to 
present furth?r views either in writing or in person. 


This letter is merely to bring to your attention a 
sometimes neglected consideration in respect to program planners, 


Sincerely, 


SCR/dp 


——____—- 
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Hep tember +79;1976: 


Guy Lefebvre, 
Director-General Licensing, 


CRITIC. 
100 Metcalfe Street, COMMENT 
Ottawa, Ontariu, COMMENTAIRE 
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Enclosed is the Directors Guild of Canada brief on pay 
Le Lewis Toms 
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Brief to the 


CANADIAN RADIO AND TELEVISION COMMISSION 


On the introduction of 


PAY TELEVISION 
TO CANADA 


Submitted by: The DIRECTORS GUILD OF CANADA 


September 30th.,1976. 
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INTRODUCTION 


The DIRECTORS GUILD OF CANADA considers the 
introduction of PAY TV to be an event of critical importance 
tOostne future of -the .creative community of Canada. 


4S PAY TV is a method of delivering high-quality, 
high audierce appeal programs such as feature films, povular 
cultural and sports events to an audience which responds by 
paying for the programs directly - the GUILD sees it as the 
first opportunity in our history for independent Canadian 
Producers to have direct access to our own market - and 
through our own market to the international marketplace. 


We would ask the Commission to implement PAY TV 
as soon as there has been an opportunity for public discussion 
and as soon as a feasible system can be selected. 


THE MAIN HURDLE 


To achieve Madame Sauve's stated goal of estab- 
lishing a "trvly Canadian production industry] -i¢ must, be 
recognized that we have had a long history of existing side 
by side with the greatest entertainment production industry 
in the world. 


Our Prime Minister has described our situation 
as being that of a mouse existing beside an elephant, forever 
alert and watchful in case the elephant should inadvertently 
turn over in its sleep and snuff out our existence. The very 
presence of this monolithic industry in the United States has 
had a very negative effect on our own ability to develop and 
produce entertiinment proarams. 


Although Canadians have achieved a great deal 
in the fielc of Radio Broadcasting and in Documentary Films, 
neither of these fields draw the same kind of substantial 
returns from the market as do Television Series and Feature 
Films. 


Despite continuing attempts to initiate vroduction 
in these fields, we have experienced a continuous Grail CE 
talent, especielly business and entleprentiimualetcalent, to the 
United States. While individually, many of these people may 
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THE MAIN HURDLE (CONT'D) 


choose to remain Canadians, to date, they have no real 
choice except to work outside the COUnTrY. 


With the advent of Television, this drain was © 
Slowed slightly, but generally speaking, we continue to lose 
with discouraging regularity, a great number of creative 
people who are absolutely vital to the develooment of a 
healthy production industry. 


With our own Canadian Broadcast_ng Corporation 
leading the way by paying the highest prices by anvone in the 
world outside the United States for American programs; and 
with the Private TV Networks in Canada hard pressed to pav 
as much as they can afford for these same programs; we can 
now proudly boast that we have become the number one consumer 
of American programs in the world. 


The only way in which we can change this unilateral 
pattern of being the greatest consumer of American programs on 
the one hand and sending them some of our best creative talent 
in order that they can create those same Programs on the other 

- is to find a way to break the system. 


We believe that the introduction of a distinct 
Canadian PAY T\' SYSTEM can be the catalyst in breaking that 
SYSTEM 2t 26, 1S introduced properly and does not follow the 
pattern of the vast. 


THE AUDIENCE FOR PAY TV 


The demographics of the potential audience for 
PAY TV would suggest that it is a very different audience from 
that of the present moviegoing audience,from the captive audience 
that the hotel operators are catering to, or even the regular 
viewing audience for 'free' television. 


For Feature Film Distributors, it is clear that 
they will not be as hard hit by PAY TV as they suggest and it 
would seem to confirm the theory that a wide range of new and 
different movie fare can be developed for this new audience. 


rg 
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THE AUDIENCE FOR PAY TV (CONT'D) 


For Canadian producers, PAY TV is” a “once=-in- 
a-lifetime" opportunity to break away from the stranglehold 
imposed by low-budget production and to develop not only a 
wide range of new subject matter and treatment but to 
broaden the spectrum of film and television programs from 
those currently being produced in Canada. 


HARDWARE 


Habaware selections a crucial, farst decisron 
point. If the hardware allows for a subscription hook-up 
only, the resulting application of return per program will 
likely be based on a percentage split of all subscription 
money, after all the hardware costs have been deducted. 


To the producer of the. program, this will mean 
a smaller return than by a system of pay-per-program. A 
subscription system will create a fixed return regardless of 
the merit of the program. 


in May be -arguedsthat a subscription system, 
because of “he lower hardware investment, will benefit the 
program returns as well as returning a fixed percentage to 
programs which are less popular such as Canadian Features, 
Experimental Programs, Local Drama, etc.. However, a fixed 
Leturiowal  eCurnetne program into. sproduct wand, like ‘all 
product, it will become subject to pressures to reduce costs. 
This has happened in the United States and it is therefore 
likely to happen under any subscription system. 


To clarify this system, one should visualize 
the lead programs as 'locomotives' which are used to pull 
Pies trent sorrthem less spopulay programs. The freight 
"drag' brings down the cost effectiveness of the locomotive 
and therefore the price. The price of the freight programs 
will have to come down because of their drag on the whole 
SYStem. 
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PAY-PER-PROGRAM 


Pay-Per-Program creates a measurable response 
from the audience. As performance figures are not ‘averaged', 
the program lives and is paid for on the basis of it's own 
performance. The 'locomotive-freight' effect is eliminated. 


The Frisk 1s higher per program, but af the per-— 
centage share of the dollar box-office return is fair, Pay-Per- 
Program can return enough money to pay for programs even if 
the audience is not great. This has been amply demonstrated 
by Network One in Toronto and the Pay-Per-Play Network in 
Columbus, Ohio. 


THE NETWORK 


Duplication of delivery-system hardware has to 
be avoided. This implies the use of the cable systems as they 
now exist. Collecting and tolling systems should be designed 
according to proven technical expertise. 


The proposal of Bell Canada and the technology 
devised by Network One in Toronto both appear to have merit 
in this area. 


The responsibility and ownership of this hard- 
ware should remain in private hands. Management should reflect 
the interests of the risk-takers, both for hardware and soft- 
ware producers. If there is a role for the Gevernment, it 
should be in the capacity of "ombudsman" to ensure the 
balance between hardware and software owners. 


Tre most crucial element is the awareness that 
PAY TV must be made to work with respect to the user. We must 
avoid seeing PAY TV as an effortless source of profit for hard- 
ware interests ac endless exposure for immature producers. 
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CURRENT PAY TV PROPOSALS 


For some time now we have been hearing from 
three difference interest groups as they struggle to get their 


Own way. All are convinced that they are right - in spite 
of the overwhelming evidence of the past decade indicating 
that they have not been right before - and all insist that 


they must control the new PAY TV system in order to achieve 
their goals. 


The Cable Companies: 


The best organized and most vocal group is a 
consortium formed by the three largest Cable Companies in 
Canada, (Rogers, Metro and National), who saw early the poss- 
ibilities of cross-ownership and formed the PAY TV Network. 


This organization is promoting a form of "Home 
Box Office" subscription network by which they expect to be 
able to establish complete control over the production and 
ClStraoucaon oc ePAYATV. 


Given the fact that subscription experiments 
in the United States are losing customers almost as fast 
as they can sign new ones - and given the abysmally poor 
record of the Cable Companies in the area of developing new 
programs - the production people in Canada naturally see 
this effort as a transparent ploy to use the potential earn- 
MEGSPOLEPAYETVY I Lopconsolidatesa monopoly position for the 
Cable Companies in order to obtain maximum profits for their 
shareholders and nothing more. 


Tre Broadcasters: 


Initially indifferent to PAY TV, tne Broadcasters 
have now recognized a similar self-interest in a subscription 
form of PAY TV and are hurrying into the lists. 


The main difference in their proposal is that 
they would like to use the revenue generated by a staple of 
foreign made feature films to enhance their own over-the-air 
production. (Thereby increasing the profits for their 
shareholders. ) 


ie jet o 
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CURRENT PAY TV PROPOSALS (CONT'D) 


Again, the production people see this as a 
repetition of the Cable proposal and, to add insult EO Injury, 
Many production people can remember the Original hearings before 
the Board of Broadcast Governors in 1961, when these same broad- 
casters promised anything in order to get their licences and <4 
then spent the next 15 years justifying themselves to the CRTC 
because of their inability to achieve more than assma ligtraction 
of the Canadian programs they promised to the Commission. 


Taeir publicly stated attitude then was that a 
television iicence was a "licence to print money" and most 
production people are convinced that they see PAY TV in much 
the same way. Production peopl: see history repeating itself 
all over again and are convinced, and probadly quite rightly, 
that if the Broadcasters gain control over PAY TV, the opvor- 
tunity to change the system will be irrevocably lost. 


The Production People: 


A number of people involved in the Production of 
Programs are rallying behind a form of PAY Tv that calls for 
the Network to be a common carrier, for the Svstem to be "Pay- 
Per-Program and for the programs to be 1003 Canadian. 


While there is no question that, theoretically, 
100% Canadian content would be an ideal response to Madame 
Sauve's stated goals - it is very doubtful if the Canadian 
audience would accept this quantum Jump allvin one stroke. |- 
and it is also very doubtful whether the Production industry 
could cope with the enormous amount of high-quality production 
which would be required from a standing start. 


We believe that this proposition is unrealistic. 
We believe that what the Canadian production industry needs 
is not an exclusive on the marketplace - but a clear and 
genuine opportunity to compete with foreign entertainment 
programs on thr: same terms. We must remember that PAY TV 
1s a relatively new medium and that it will ultimately be 
activated and sustained by the audience. It is the audience 
that! is? missing from aid ‘the proposals we have heard to date 
and it is the absence of this critical element which invalid- 
ates all of these proposals. 
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THE DIRECTORS GUILD PROPOSAL 


The DIRECTORS GUILD OF CANADA would like 
to present the following proposal for PAY TV which has been 
developed entirely from the point of view of the AUDIENCE. 


We believe that our proposal will not only 
serve the tastes and interests of the Canadian pubLice ."but 
because we have made their interests our primary concern, we 
believe that our proposal can produce harmonious co-operation 
between Prodiction People, Broadcasters and Cable Companies.. 


For che moment, we call it the, "Happiness 
for Everyoue" proposal for PAY TV, or the H E P-TV PROPOSAL. 


HE P=-TV'S POTENTIAL MARKET 


At present there are approximately 3 million cabled homes 

in Canada. Nationally, this represents almost 50% of all 

TV homes. We are assuming that the present 3 million cabled 
homes will constitute the initial H E P-TV AUDIENCE. 


We project that each PAY TV home will spend $3.00 per week 
to watch one program of their choice. 


Currently available data shows that the average TV home 
watches approimately 36 hours of 'free' TV per week. 

PAY TV will only use up 2 hours of the average 36 hours of 
viewing time. In fact, the over-the-air audience may well 
watch PAY TV in addition to their present viewing patterns. 


Three dollars per week per household is a reachable figure 
if one considers the buying power, or rather lack of buying 
POWeI es DeLwoo.).ar. 


Three dollars per week multiplies into amazing per year 
figures. However, we should remember that $3.00 is the price 
©fy3 packagessof cigarettes, or 2 drinks at a bar, a shori 
cab ride, 2 1/2 magazines, 1 1/2 paper backs, 3 Big Macs, 
LOScokes, Gtc..- in other words, (3200 is easily spent per 
person. It 1S even more easily spent per household. 
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H E P-TV dARDWARE SYSTEM 


The rapid advance of Video-Tape technology in areas of 
image enhancement and quality control makes it clear that 
the 3/4" Play--back and Cassette system should be the 
Head-end trchnology of choice. 


A sophisticated bicycle distribution system using 100 
Cassettes per program should be adequate to cover the 
country. The cost per 2 hour Cassette is about $120.00 


This Play-bac< system in combination with the Addressable 
Tap or the "Network One" technology will economise the 
initial hardware investment cost of the Cable/Exhibitor 


partner of the envisaged Pay-Per-Program system. 


H_E P-TV PROGRAM (SOFTWARE) SYSTEM 


Each night of the week, 2 UHF channels will offer 4 programs 
in prime: times, se (see schedule on the next page). 


(The projected program grid is based on twelve 4 week months. 
The final grid would be based on the full 52 week annual cycle.) 


The system carries 12 programs each month. Each program gets 
8 exposures each month leaving 4 days in the month open for 
"special" purposes. 


BOX OFFICE (TOTAL AND AVERAGES) 


Three million homes watch one program per week or 4 programs 
per month. The cost per viewing (ticket price) is $3.00.’ 


Twelve million viewing tickets per month gross 36 million 
dollars per month. The 36 million dollars per month Box 
Office is shared by 12 programs. 


The average potential share per program is 3 million dollars. 
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Ist WEEK 2nd WEEK 3rd WEEK 4th WEEK 


ee —— a ———— ee 


| CHANNEL A [CHANNEL B B | CHANNEL A CHANNEL B CHANNEL A |CHANNEL B- | CHANNEL A |CHANNEL 8B 
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"Special © 


_ Programming 
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DISTRIBUTION OF REVENUE 


HTS P-TV will “splityethe cota eBOx*Ot fice ttn atin ona 
50/50 basis between the Cable Exhibitor and the Producer. 


This division implies equal risks and equal returns. 


The Hardware partners risk initial investment capital and 
they will be™responsiblé for" maaneaime thewsvsteme for ptli— 
ing and collecting revenues. The Cable/Exhibitor partner 
does not control programming because their profit comes from 
their share of the total Box Office and is therefore inde- 
pendant from the Box Office of the individual program. 


The Producer risks initial development and production 
money and each program competes on merit. 


A look at the possible maximum and minimum returns will 
illustrate the potential returns f6r thatwangtial misk. 


MAXIMUM PER PROGRAM BOX OFFICE GROSS 


All viewers watch one program per week or 4 pér month. 
It 18 possible that one program could Groseedems lion 
dollars, but "this is very unilpkely. 


A more useful estimate is that each program will share 
1/12 of the monthly gross of 36 million dollars. After a 
20750 split.with the, Cable/Exhibitor partner the average 
revenue per program would be wW/l2 of 18 million dollars, 
Or 145 million doitamer 


MINIMUM PER PROGRAM BOX OFFICE RETURNS 


If only 1% 5F the audience watch a program, the prod= 
ucer'as share of thesmonthly ticket gross wouldsberlec 
thousand tickets, or 180 thousand dollars, after the 50/50 
Split with the Cable 7exnibitorwpartnes:. 
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PROGRAMPSCLECTION FOR Ho P-TV 


Inttially,saccessstopstheasystempis lhimitedlto.44eprograms 
per year. The system could admit double the number of 
programs by halfing the exposure rate. However, the result 
woulo be a dilution of-BoxsOffice returnsapenmeprogram: 
Extending th2 running time beyond prime time would not 
Significantly increase the operating costs, but again, this 
would have to be studied for its effect on the Box Office. 
This concern may be premature because the production of 144 
quality programs will be a challenging task for the industry. 


Now the question arises as to who will de?.ermine which 
programs will be shown on the system. At this point the 
HOE P-?V PROPOSAL enters new t@€rritory. Because the system 
hasebeensidesigneds for. thenaucioncesa— oc tl ise theratdience 
who decides what it wants to watch. 


This can be achieved by the following means. 


All programs are advertised on a preview channel. Through 

a separate function of the computer retrieval system necess- 
ary for recording watched programs, the atdience would indi- 
cate their desire in advance to view particular programs. 

By tabulating the responses, the 12 most wanted choices will 
make up the following month's schedule. 


Thegsystempnas muitiple benefits. «The»first,»onecis that 

the program aired will be a program that is subsequently 
watched. Secondly, it satisfies regional tastes, since 

program mix is established by regional tabulation. It 

protects hardware partners from unwanted programs both nation- 
ally and regionally and therefore increases the system's apneal 
and efficiency. 


ZO thetproducer at offers the chance! to find his audience. 
HWrssrirsk 1s)0Ot as Nigh asiit may appear to belat first 
because of the maximum-minimum figures. One percent of the 
national audience is still only 120 thousand people, where- 
ever they adre~ If a program istof interest tojla minority 
auUcience,_ 7 nesProducer, mays. inc ihisfaudience/ to, be}, for 
example, Of 92n Optaricabutwonlwalt in.thesMari times, HeJlhas 
onty=tco be concerned with) findang,s1ltinationally., If he aims 
for a broader appeal, Hhissreturn ofscourse. 4will be higher. 
Practical experience shows that the return will be balanced 
Bysironer Productions costs -useFOn thésgitarst, times in, Canadian 
history it will be possible to prosper or at least recoup 
negative cost in the home market. No doubt this will 
encourage production. 
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INCENTIVES FOR CANADIAN PRODUCTION 


Because the audience selects the programs. the system 
initially will run a high percentage of foreign made 
productions #etThistise beneficial inethe beginning to the 
Canadian Producer since it will launch the system and 
make it desirable for the audience. 


eC 


We believe that Canadian Producers, given the same oppor- 
tunities, are capable of competing with foreign made programs. 
We believe that Canadian made programs will find their aud- 
ience after a short start-up period. Rather chan imposing 
quotas on the system, we would stipulate a 10% levv on Foreign- 
made programs from their share of the Box Office on H E P-TVv. 


This money will be used to create an incentive for Canadian 
production. It will be added to the Canadian Producer's 
Share of accepted programs based on the Canadian program's 
share of the Box Office. 


If, for example, the overall Canadian share of the gross is only 
L0tqun thestirsteyearty—-s theml0S=levyeon Foreign made programs 
will net the Canadian Producer a total of 100% return on his 
programs. When the Canadian share has grown to 50% overall - 
the addition of the 10% levy on Foreign made programs would 
Still net the Canadian Producer 55% on their programs as 

Opposed to the regular 50% after the deduction of 50% for 

the Cable/Exhibitor partner. 


all figures in miviions 


Canadian 
percentage 
on return 


10% 
Levy 


2 So 2m Ov 26m ier ad 18 | 162 | 45% 36 54 76% 


-for|ns nce [ soon fa | fo 
pele al fon fe 


432 
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SUMMA RY 


This system is not unlike the present Supermarket. The 
items all have room on the shelves and the viewer picks 
them according to his or her preference. 


The system rolls all present programming, exhibition and 
distribution systems into one. The system is designed 
for maximum efficiency. 


The system is owned by no one interest Group. -Risk, 
profit and labour are equally shared. 


The Audience selects its prererences. In the end, 
the public will dominate the system. 


There will have to be a small centralized information 
clearing house. If computer technology is properly utilized 
the cost of this service will be a small fraction of the 
potential gross revenue. The computer will not exercise 
LESHOPIN1On., tt will make no programming decisions. 


Can we ask for more ? 


THE H E P-TV PROPOSAL WORKS FOR CABLE COMPANIES 
a ee SEE ANA DD 


Because it relieves them from the obligation 

of creating the programs and at the same time, 
it guarantees them a paying audience, (from the 
preview system) and it stipulates initially 
that they will receive 50% of the Box Office. 


THE H E P-TV PROPOSAL WORKS FOR BROADCASTERS 
a rp as 


First run, Theatrical Feature Films have never 
been available to over-the-air Broadcasters 
until a majority of the audience has been able 
to see them first without comercial interuption. 
They can't seriously complain about syphoning 
and fragmentation if the material presented 
would not normally be seen on 'free' television 
and the system is operating on the basis that 
the viewer will watch only one program per week. 
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The Canadian programs which have been dev- 
eloped for PAY TV will eventually be available 
zOr over-the-air TV and they will help the 
Broadcasters to satisfy their Canadian content 
obligations. 


For the CBC, it will take the onus off that @ 
organization to be the "everything' to Canadian 
culture. The Corporation can concentrate on 

less commercially oriented programs and spread 

its resources over a wider spectrum. 


THE H E P-TV >ROPOSAL WORKS FOR CANADIAN PRODUCERS 
TT eee erate eeeaeartareets 


By vroviding them with first access to 
an almost unlimited market. 


By providing them with a tremendous 
competetive advantage, especially in 
the start-up period. 


Tle United States dominates the international 
marketplace. The only other country to 
penetrate this market in any significant way 
has been the United Kingdom with its elegant 
Costume Dramas, Documentary Series and the 
occasional "James Bond". 


With the programs generated by the H E P-TV 
PROPOSAL, Canadians will be able to penetrate 
the international market and Producers can 
expect revenue from this source as well. 


The ancillary benefits that will flow out of 
the primary market will be a Cenadian "Star 
System", an aggressive international marketing 
capacity and a whole new field for Marketing 
and Promotion Companies. 
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THE H E P-TV PROPOSAL WORKS FOR CANADIAN ARTISTS 
ER NAV LAN ART LOIS 


By creating a Canadian "Star System". 


By giving Canadian performers and artists 
a showcase in which they can control their 
own presentation to the audience without 

fear of over-exposure or under-production. 


THE H E P-TV PROPOSAL WORKS FOR INTERNATIONAL PACKAGERS 
lL Lh ie nS a i teeta 


By assuring Canadian Packagers of a marketing 
"Territory" the H E P-TV PROPOSAL will make 
possible for the first time in our history 

a platform from which to negotiate equitable 
co-productions on an international scale. 


Canadians have proved to be good at this kind 
of production in other fields - this will 
be the first real opportunity in the field 

of entertainment programing. 


THE H E P-TV PROPOSAL WORKS FOR THE CANADIAN GOVERNMENT 
EE RANE LAN SCOVERNMENT 


By allowing for the greatest possible 
flexibility in audience demand the H E P-TV 
PROPOSAL will accomodate the political need 
for regional programming. 


By reducing the Canadian Production 
Industry's dependance on Government subsidies 
in a variety of areas. 


By reflecting cultural preferences on the 
part of the audience, directly. 
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THE H E P-TV PROPOSAL WORKS FOR THE CANADIAN AUDIENCE 


For all of the reasons submitted above. 


By giving Canadians first class entertainment 
11. their homes, the financial benefits will 

be enormous. The saving in indirect costs, 

(parking, baby-sitters, meals downtown,etc.) 

will also be considerable. We could even 

claim that the H E P-TV PROPOSAL will save 
non-renewable fuels and cut down pollution. 


Primarily, it will give the Canadian audience 
an infinetly wider variety of programs than 
are currently available - it will offer 
big-budget, high-quality Canadian programs 
which they would otherwise never get a chance 
to see - and it will offer them a choice of 
programs on a scale that is not possible in 
any other country in the world. 


We will be very havopy to elaborate on any of 
the above at the proposed public hearings on PAY TV. 


Respectfully submitted on beha’.f of the 
DIRECTORS GUILD OF KCANADA. 


Hf 


Christopher Chapman, President Evely McCartney; Exeg. Secty. 
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CHAPTER ONE 


I THE MIRAGE OF PAY TELEVISION 


Pay television is essentially a method of (1) excluding 
viewers from gaining free access to a signal received either by 
cable or over-the-air, and (2) for collecting fees from those 
who seek access. Pay TV is not deliberately designed for the 
collection of furds to finance the production of Canadian programmes. 
It is merely television which the viewer pays for directly, 
either by the mon<h or by the programme. An equally valid term 
would be ‘Box Office Tv’. 


These introductory remarks are made to emphasize the 
obvious. Pay TV is not a new technology like cable or satellites; 
it is a piece of equipment added to or related to the receiving 
set for the primzry purpose of collecting money. It is not the 


bus, but the collection box at the door of the bus. 


Pay television is, as yet, a small aspect of 
broadcasting, It embraces not a specifically new technology but 
rather familiar, if improved, attachments to relate existing 
mechanisms long capable of distributing programmes and of collecting 
revenue from owners or users. In itself, it is not a means of 
transmitting signals nor, of course, of creating or recording 


programmes. 


AS an aspect of broadcasting, pay television has appeared 
over the past 15 years in various forms in the United States, 
Britain and Canada. As a potentially national element in the 
Canadian broadcasting system, however, it must be judged in terms of 


Canadian broadcasting strategy and the national public interest. 


ca es 


(i) 


Preliminary Observations on the Impact of Pay TV 


The introduction of pay television does not appear to be 
an immediate or imperative necessity for the advancement 


of the Canadian broadcasting system. 


The early financial contribution which Pay TV might make 
to expanded Canadian programme production, while useful, 
is modest co.;ipared with the real programming need. It is 
also modest in comparison to the umounts of money which 
the Pay TV ccnsumer may be required to invest, perhaps 


$100 million for purchase of converters alone. 


Pay television service, insofar as it has been defined by 
its Canadian disciples, would most certainly increase the 
flow of American programmes into Canada and, through 
fragmentatioi of audiences, would add to the difficulties of 
those Canadian networks and stations whose audiences are 


already in jeopardy. 


Pay television is contrary to a principle which has obtained 
through fifty or more years of radio and twenty-five years of 
television, namely that set owners share an approximately equal 
right to hear and see broadcast programmes. Pay TV creates two 
distinct audiences, defined only by the ability of the set-owner 
to pay an additional $100 or so annually for the service. While 
there is ‘ittle sacred or universal in this principle --- it does 
not apply to cable television or the cinema, for example --- yet, 
for the general public, the slogan of ‘equal access' is not 


without political weight. 


(11) 


5. Consequently, unless the jurisdiction over communications, 
presently at issue between the Government of Canada and 
the Governments of the Provinces, be inescapably urgent (and 
fully explained to the people of Canada), it is suggested that 
the introcuction of pay television be delayed and that, prior 
to its introduction, it be more thoroughly examined by the 


the Canadian people and their Government. 


6. If, in addition to the jurisdictional question, there are 
other paramount pressures, the suggestion of allowing time 


for study and evaluation iS, of course, open to reconsideration. 


7. %In any cor.sideration of the introduction of pay television 
service, we would urge that its impact on the national strategy 
of Canada's communications policy be fully weigh2d and that 
“paramount consideration ... be given to the objectives of 
the national broadcasting service" (Broadcasting Act, 1968, 


Ema Nt 0) es 


Prompt Response to Innovation 


The wisdom of prompt response to technological change 
is vastly important. It now seems almost a disaster that twelve 
years of radio (1920-1932) and ten or so years of cable development 
(1960-1970) were allowed to pass before the Government of Canada 
recognised the need for, and acted to formulate, a national policy 
to guide their aplication to the special Canadian environment. 
Instead of national policy, there were only local and commercial 


initiatives, and almost all of them small. 


At. the Federal level, officials and Ministers failed to 
understand. In the case of radio, for example, not a single 
national radio network (except the CBC or CRBC) was created between 


1932 and 1976.2 


Bic 


The problems of Canadian programming today may, indecd, 
be largely traced to the consequences of policics too late either 
in their introduction or their application. This failure to 
apply wisely the statutory national policies can, in large measure, 
be traced to regional and business differences, to the impact of 
commercial interests on the licensing of stations, the regulation 
of advertising or programming, and upon the structure, financing 
and operation of regulatory institutions and the national public 


service. 


Ise OBSERVATIONS ON "A BROADCASTING POLICY FOR CANADA" 


The primary principles of broadcasting in Canada 
have been established by successive Parliaments and by judicial 
decisions since at least 1932. They are only partly summarized 
here for the lim..ted purpose of contrasting the structure and the 
purposes which originally underlay the national policy with the 


structure and purposes which exist today. 


A great system has been created by the joint or individual 
initiatives of both public and private enterprises. But the 
greatness achieved is more in the physical than in the intellectual, 
moral and artistic activities of Canadian society. Even in these 
activities a grect deal has been achieved and the development of 
Canadian music, drama, writing, criticism, sport, education and 
entertainment has been reflected with some success in both radio 
and television. In this utilization of Canadian skiils and talents. 
however, the two media have invested but a pittance of the resources 
they have devoted to the pursuit of advertising revenues or the 
operation of the 'hardware' --- stations, networks and other equipment. 
In large measure, the contribution of broadcasting to Canada has 
been in the field of buying and selling, rather than in production 


and creativity in programming. 


ahi 


Broadcasting is one of the most powerful, indeed, perhaps 


the most powerful instrument of communication invented by man. 


In North America, this instrument has been given purposes 
derived predominantly from the marketplace. The creation and 
distribution of programmes for the tens of millions in North 
America is first evoked, controlled and measured by marketing 
results and, if this test is numerically unsatisfactory, the 
programme is doomed. That is the measure of success. In the 
last resort, the character of advertising-supported programmes 


is determined bv their primary goal, i.e., the selling of products. 


This is not a system which fulfils the purposes of the 
Broadcasting Act of 1968, nor of the earlier statutes whose 


principles it reflects. 


The story of broadcasting in Canada is one of COnmilrce 
between the idea of public service and the idea of marketing. 
The emergence 0” Pay TV in the United States and its promotion 
in Canada is simply a new manifestation of the conflict between 
some doctrines of public and private enterprise (both of which 
the Canadian system has always acknowledged) and those vrime 
purposes of broadcasting as a national public service, an 


instrument of the highest national strategy. 


Despite all the accomplishments of the public and private 
broadcasting se:vices, the story of Canada's broadcasting policy 
is a story of the failure of that policy, formulated by Parliament, 
and of its defea: by expanding commercial interests, delays and 
indecision by Government, the political power of lobbies in 
Ottawa and the constituencies, and the predominance of the American 
advertising purpose and system over the principle of public service 


broadcasting. The result of almost fifty years of struggle is, 


therefore, largely contrary to the recommendations of every 
disinterested and independent enquiry from the Airc Report of 


1929 to the Fowler Reports of 1957 and 1965. 


The do:\inant system of Canadian broadcasting is the 
private advertising system, usually indistinguishable in its 
programming fron that of the average or the worst of the 
American radio and television stations. The existence and 
achievements (and the problems) of the CBC notwithstanding, the 
commercial system has the most stations, the most hours of 
programming, the most money and the largest share of Canada's 


audiences. 


This is the exact opposite of what every decision of 
Parliament on br dadcasting willed between 1932 and 1957. The 
Act of 1932 established the principle of public service broadcasting 
and led to the first national programming, financed mainly by 
a licence fee on sets and ‘indirect! advertising. The Act of 
1936 set up the CBC and began the great days of national radio 


in French and English. 


Apart from the opposition of the private stations and a 
few newspapers (tnemselves usually station owners), the CBC and 
the policy of nation-wide Canadian programming represenced an 
almost unanimous demand of the Canadian people, a consensus of 
public opinion which the late Hon. Brooke Claxton described as 
perhaps the inost remarkable unity of opinion in the history of 


Confederation. 


Let it be clearly stated here that this jsrollaieya (claiel joxeye 
embrace only publicly-owned stations. It provided for NOSE, 
private, community stations; nor did it exclude advertising as 
a partial source of revenue and of programmes, but the objective 
was to subordinate advertising to programming, to treat the 
audience as an audience rather than just as a market. Similarly, 


there wasnot the slightest intention to exclude American and other 


abe 


imported programmes. The policy aimed to crcutc, first,for radio and 
later for tclevision, national networks producing and distributing 
Canadian and imported programmes over powerful, publicly-owned 
stations covering most of Canada, supplemented (both to extend 
coverage anc to assiSt private owners) by supplying CBC programmes 


free to local stations. &. 


The whole concept of Canadian broadcasting, greatly 
influenced at its inception by the BBC and European systems, 
was that of broadcasting as broadcasting and not predominantly 
as advertising or money-making. The principle was that of a 
Single, co-ordirated system of public and private sectors, 
directed and regulated by an independent, representative board, 
strong enough to resist political and commercial pressures, to 
co-ordinate the two sectors and to ensure that Can.dian programming 
and Canadian talent were given their adequate but not exclusive 
shares. In the words of Prime Minister Bennett, endorsed by 
Mackenzie King ind other party leaders, the Canadian system should 


respond "most directly to the popular will and the national need". 


The origins of a national policy and of Parliament's 
action on the first radio legislation in 1932 bear brief recall. 
They are found in the initial failure of advertising as the 
financial base for the construction and programming of a network 
of stations. The advertising basis had, between 1920 and 1932, 
given Toronto aid Montreal (and a very few other cities) a measure 
of radio service, but a very large part of the Canadian population 
had little or no service. Indeed, at this period there were 
several American stations, each of whom had more powerful transmitters 
than the sum of all stations in Canada. The total power used by 


all Canadian stations was, in fact, only 66,000 watts. 


It was this situation upon which the Arrd Commission 


of 1929 reported. The Commission reported that udvertising 

would be unable to support any adequate Canadian system with 

any adequate Canadian programming. It recommended that the 

public system be designed on the broad model of th: BBC (and 
others), owned and operated by a public corporation with a strictly 
non-political, independent and voluntary Board of Governors. As 
noted previously. the financial base was to be provided by a $3 


license fee on receiving sets, plus limited advertising. 


One of the concepts implicit in the Aird Report of 1929 
and in the House of Commons Committee Report of 1932 was the 
pooling and planning of financial resources devoted to Canadian 
broadcasting. It was recognized that Canada could only compete with 
the United States by wise, considered use of revenues. Revenues 
from the license fee and from advertising (generated largely in the 
metropolitan areas) would be pooled to ensure that as many Canadians 
as possible would be provided with Canadian and purchased foreign 


programmes on Canadian stations. 


While expansion of the CBC/Radio Canada networks has 
been consistent with these principles, private stations have largely 
been licensed not according to any national plan of coverage or 


2 
service, but where private capital saw an opportunity for profit. 


The prec.:.ding discussion has its historical aspects. It 
is not, however, history as history, but primarily histo:'y as 
experience. Its purpose is to empasize problems which endure, 
whatever the technology, and through them, to observe as they 
emerge any lessons to be derived and any foundations which remain 
useful or which require reform or replacement in the national 


interest. 


Canada, as the trite saying goes, is a difficult 
country to goveri. Few policies illustrate that saying 
more convincingly than does broadcasting policy. Despite 
assaults upon it and pressures which have resulted in 
gradual erosion (in fact, if not in principle) of that 
policy's intent, Canada's broadcasting system is physically 
a great system and a great engineering achievement. No 
monopoly, public or private, would be more acceptable, nor 


would exclusion of foreign programming. 


A review of the history of tiie development of 
broadcasting in this country has, however, led us to conclude 
that what is urgently required is a re-examination of tre 
Canadian broadcasting system, a rethinking of its objectives 


and a plan to re-order it in the national interest. 


We recommend that the Government of Canada consider 
the appointment of a small commission, whose members should be 
the most responsible, wise, non-partisan and independent 
Canadians to be found. Their task will be to examine present 
structures in the context of those lively problems and 
opportunities (of which pay television is only the harbinger) 
which this decade and the next are sure to bring, to re-establish 
those priorities which will shape Canada's broadcasting system 
as it evolves into the 1980's, and to ensure that the entertainment, 
information and communication needs of Canadians will be served, 


in the national interest. 


eos 


1 From 1924-5 to 1932, the CNR operated a network. The CPR 
also formed one about 1928; both ceased in 1932. By that 
year, national networking had declined to one hour in 
winter and half an hour in summer. 


For further discussion of pressures brought to bear on 
the national broadcasting policy, see Appendix B. 
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CHAPTER TWO 


I CRITERIA FOR INTRODUCTION OF A NEW SERVICE 


Pay television must not be introduced to Canada without 
careful consideration of its potential impact on the existing 
broadcasting system. If and when it is introduced, its purposes 
and rationale must be congruent with the ‘grand design’ of the 
total system. 


As it is now proposed, Pay TV does not appear to differ 
significantly from 'free TV'. The programming may be newer and 
there may be freedom from commercial interruption but the types 
of programming generally proposed are, to a large extent, presently 
available on conventional television. The difference, ther, lies in 
the greater reliance of pay television on particular types of 
programmes, most notably feature films. 


The Canadian Broadcasting League has always attempted 
to articulate publ:c interest concerns as they relate to broadcast 
policy. In considering the issue of pay television, it has been 
our premise that the public interest requires that pay television, 
if introduced, must be considered an integral part of the total 
Canadian broadcasting system and that, as such, it must not be 
permitted to damage the other elements of that system by siphoning 
programmes or by any other means. 


The pubiic interest also requires that the pay service 
should be national in character and that it should serve both English 
and French-speaing populations; that public sector broadcasting 
(CBC/Radio Canada) and public interest broadcasting be strengthened; 
that the distinction between the programming function of broadcasters 
and the delivery function of cable operators be maintained; that the 
cost for the product which the consumer receives be reasonable; that 


Whe 


the livelihood of existing movie distribution and exhibition 
systems not be unduly harmed; that a reasonable Canacian content 
quota for pay television be established; and that the greatest 
possible share of pay television revenues be channelled back into 
the Canadian programme production industry, to promote an 
improvement in the quality of Canadian programming. We have used 
these criteria in ussessing current proposals for pay television 
to determine whether and how Pay TV should be introduced +o 
Canada. They have, of course, also played a large role in the 
formulation of the CBL's proposed design of a possible Pay TV 
structure. 


Approaches to the Question of Pay Television 


Two approaches to Pay TV arise from these public interest 
criteria. The first considers the merits and drawbacks it,herent in 
pay television and in its inclusion as one element in the total 
Canadian system: 

1) would pay television, in itself, make a positive 


contribution to the variety of Canadian media presently 
available? 


2) is there sufficient nation-wide audience demand for 
the services to be offered by Pay TV to warrant its 
introduction? 


3) does the development of pay television in the United 
States automatically necessitate a parallel service 
in this country? 


The second approach involves a consideration of the 
merits and drawbac«s which are peripheral to the primary merits 
and drawbacks of pay television itself: 


1) would the introduction of pay television pave the way 
for the replacement of our present 'free' system by 
one which is primarily a 'pay' system? 


2) would the introduction of pay television be the first 
step in development of a communications system in 
Canada where specialized services are offered on a 
pay format and general services are offered on a ‘free’ 
format? 
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3) should pay television be evaluated primarily 
according to its capacity to channel additional 
revenucs into the Canadian programme production 
industry? 


4) if so, should the only criterion for the development 
of a pay television policy be consideration of 
this revenue base and the best way to maximize it? 


Of the two approaches, the first is the more essential. 
If pay television does not yield substantial benefit to the 
variety of Canadian media and Canadian audiences by virtue of the 
services it offers, there is little reason to consider the questions 
raised in the second approach. These questions are external to 
the real question of the introduction of pay television. Their 
place lies in the formulation of policy, after it has been decided 
whether or not Pay TV should be introduced to Canada on the basis 
of its intrinsic merit. 


Because there is some confusion concerning the process 
for a Government decision on pay television, we have considered in 
this brief both the primary question of pay television --- whether 
or not it shoulde be introduced --- and the issues circumjacent 
to the initial decision but relevant in the formulation of the 
actual policy regarding its structure. 


It is our conclusion that the introduction of pay television 
to Canada would be premature at this time. At the least, a test-bed 

is needed where the social and cultural impact of Pay TV may be 
assessed and the technical alternatives evaluated. It is impossible to 
answer these questions of the inherent value of pay television without 
such a test-bed. 


However, given numerous Government statements to the effect 
that the introduction of pay television is inevitable, we feel obliged 
to place on record our objections to certain proposals and to recommend 
a model which satisfies as many of our public interest criteria as 
possible. 
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(ii) 


II CRITIQUE OF EXISTING PROPOSALS 


We have measured the major current proposals against 
those public interest criteria outlined above. It should be noted 
that, while many o. these proposals spoke of the need to promote 
Canadian social and cultural values, none defined that phrase or 
offered specific proposals designed to accomplish these goals. 


The Need for a National Service 


The primary criterion for a Canadian pay television 
service is that it should, in the words of the Broadcasting Act, 
“be in English and French, serving the special needs of geographic 
regions and actively contributing to the flow and exchange of 
cultural and regional information and entertainment". 


Most of the current proposals suggest that pay television 
Should be developed as a national network, established first in 
the major urban centres and gradually extended to the rural areas. 
However, few of the proposals outline a time-frame for the extension 
of service and it may well be that commitment to the smaller centres 
is only 'money-deep’. There would appear to be little real 
commitment to the social importance of Canada's smaller reyional 
centres, only a commitment to the real possibility of economic gain. 


Bilingual Service 


Since most of the current proposals are from groups and 
companies located in English-Canda, few really address the problems 
of providing a pay television service in French Canada. As in the 
case of extension of service to smaller centres, there is reason to 
fear that the commitment to national service extends only to the 
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(iv) 


major anglophone centres. The one major exception is the submission 
by Video Program Services (CRTC, June 1975) which suggests a number 
of ways in which English and French services could complement one 
another and share programming costs. 


Minority Services 


Initial public discussion of Pay TV appeared to suggest 
the new service would provide a proportion of minority programming. 
The idea was particularly exciting in view of Canada's numerous 
ethnic cultures and languages. However, programming for minority 
audiences is not an issue raised in many of the proposals. By 
referring to its present service to Toronto's various ethnic groups, 
CITY-TV (CRTC, June 1975) implied it could extend that service in a 
pay system. In its June, (1975) proposal, PTN suggested that additional 
services to specialized audiences could be offered at some future 
date. Again, however, lack of detail concerning the development of 
minority services leads us to suspect it is not a priority. 


Concentration of Ownership 


There is sufficient concentration of ownership in both 
the cable industry and the private broadcasting industry to warrant 
considerable cojcern that, if either of these groups were licensed 
to provide a pay television service, control of the system would 
pass into the hands of a very small group of established interests. 


1) Private Broadcasting Industry 
Since 1960, when it was licensed by the Board of Broadcast 


Governors, the CTV Network has grown to include 171 broadcasting 
transmitting operations (22 originating stations). These facilities 
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cover 93% of t:e English-speaking population of Canada. Major 
snareholders in the CTV network include Western Broadcast Company Ltd., 
Selkirk Holdings Ltd., Moffat Broadcasting Ltd., Standard Broadcasting 
Corporation Ltd., G.W. Stirling, Armadale Communications Ltd., CFRB 
‘Ltd. , CFTO-TV Ltd. and CHUM Ltd. 


2) Cable Industry 


The major cable companies most active in promoting the 
licensing of cable operators for pay television have been Premier, 
Rogers, MacLean-Hunter and Canadian Cabiesystems (most notably 
Metro). Since Rogers Cable is a private company which issues no 
public shares and therefore no annual report for public scrutiny, 
it is difficult to ascertain the extent of its holdings. It is 
known, however, that, in addition to owning five radio stations and 
several cable systems in Bramalea- Brampton, Leamington and Toronto, 
Rogers has signed an agreement to purchase Premier Cablevision Ltd. 
of Vancouver (subject to CRTC approval). 


Premier owns a number of cable systems across Canada, as 
well as some in Pritain and Ireland. It also owns a substantial 
proportion of several sports enterprises in Vancouver and of companies 
which produce electronic equipment for cablevision, mic~owave and 
related industries. 


Canadian Cablesystems Ltd. operates a number of cable 
systems in Southern Ontario. In 1975, together with Agra Industries 
(which operates cable systems in Alberta, Saskatchewan and British 
Columbia), it signed an agreement with Telesat for the exclusive 
right to distribute television programmes via satellite to Canadian 
cable systems. This agreement could have implications in any 
national networking of pay service via cable distributors. 
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In addition to its many other involvements, MacLean- 
Hunter owns radio, television and cable operations. As well as 
its Canadian holdings, MacLean-Hunter operates Suburban Crblevision 
in New Jersey, and controls 50% of Phasecom Inc., a California-based 
company which manufactures hardware for cable. 


The degree of concentration within both the private 
broadcasting industry and the cable industry in Canada raises the 
question of the advisability of licensing either of these industries 
to operate what is, in effect, a third network. 


Programme Packages 


Since it is possible that a Canadian pay television operator 
would purchase at least some programming from American packagers, it 
is also necessary to examine the degree of concentration of ownership 
within related industries in the United States. 


Pay Television began in the US as a service supplied to 
hotels. Since then, it has grown to the point where a few program 
packagers supply programming for pay systems throughout the country. 
The largest of these packagers, Home Box Office (HBO), is a subsidiary 
of Time-Life Inc. In the last few months, HBO has bought out other 
programme packagers, including TeleMation Program Services. Another 
major supplier “or US pay systems is Optical Systems of California. 


Especially in light of Government concern expressed in 
recent legislation (Bill C-58), Canadian affiliations with these 
programme suppliers and particularly HBO, should be examined with 
care. 

MacLean-Hunter's pay system in New Jersey purchases its 
programming from HB; Network One in Toronto uses TeleMation's 
progranming services. In 1972, the President and Vice-president of 
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Premier Cablevision announced an agreement had been reached with 
Optical to form a Canadian company to provide optional services to 
cable systems ir, Canada. Rogers is linked indirectly with HBO 
through its purchase of 80% of TransWorld Communications. Computer 
Television, another subsidiary of Time-Life, owns the remaining 20%. 


Other Canadian groups have expressed interest in the 
hardware required for operation of a Pay TV service. Electrohome 
of Canada is slated to manufacture a descrambler unit ‘or over-the- 
air Pay TV, designed by an American firm, Pay Television Corporation. 
Welsh Communications (a division of Premier Cablevision) and York 
Cablevision (100% owned by Premier) have ordered decoding units from 
an American manufacturer, Tanneer Electronics Systems Technology Inc. 
GUESTS 


(vi) Canadian Content 


Unless there are restrictions on the amount of American 
programming to be carried by the Canadian pay television service, 
it seems obvious that the Canadian system will rely heavily on 
American programme packagers. A content quota for Canadian 
programming, together with restriction of the amount of programming 
from any one foreign source, are keys to diminishing potential 
reliance on US programme suppliers. 


If a Canadian pay service is required to carry a substantial 
proportion of Canadian content, far more money will be needed than 
the 15% allocation for Canadian production suggested in most proposals. 
If, however, it is concluded that a large proportion of foreign 
material is nece.sary to make Pay TV commercially viable in Canada, 
limitations could be placed on the amount of programming permitted 
from any one foreign source. Limiting the amount of Anerican 
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progranming would not, in itself, solve the problem of canadian 
content, but it could undermine reliance on American programme 


packagers. 


Another approach might be the regulation of the programming 
mix for pay television. Since most programme packagers rely heavily 
on movies to produce revenues, a Canadian pay service required to 
carry a wider variety of programming would find present American 


packages less useful. 


If pay television were operated on a pay-per-programme 
rather than pay-per-channel basis, the need to fill a certain number 
of hours per week would be reduced. While this would not automatically 
exclude foreign projramming, it might mean that a greater percentage 
of revenues couid be devoted to Canadian programming. (It might, however, 
also mean that gross revenues would be lower and, consequently, that 
the actual amount devoted to Canadian programming would be approximately 
equal to that provided by a pay-per-channel system. ) 


Further information on the financial impact of pay 


television as it relates to the production of Canadian programming 
is provided in Sect:on III of this chapter. 
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IIT A_REALISTIC LOOK AT THE POTENTIAL OF PAY iv 

ince the Minister of Communications announced in 
June 1976 a revival of official interest in development of a 
pay television service, frequent claims have been made in the 
process of public discussion, indicating a great potential on 
the part of Pay TV to provide new funds for support of Canadian 
programme production. 


On June 2, the Minister stated: 


. the CRTC and a representative group of cablecasters 
have suggested that 15% of gross pay TV revenues could be 
devoted to Canadian program production. On that hasis, 
close to $6 million would accrue per year. 


In actual fact, pay television penetration rates of 35% 
are probably attainable, resulting in funds for programming 
of about $133 .nillion annually. 


The Canadian Broadcasting League recognizes the critical 
need for an injection of substantial new funds to place Canadian 
programme production on a more competitive footing with the foreign 
programmes available in this country. Canadian audiences are 
demanding high quality programming reflective of sophisticated 
production values; further, they already have a substantial investment 
in existing broadcasting undertakings and networks and continue to 
provide, through tax dollars and advertising support, significant 
amounts of money to underwrite the operation of these services. 


\le must recognize that these traditional funding sources 
for Canadian television and film are unlikely by themselves to 
generate sufficient capital to satisfy what are legitimate audience 
expectations. The costs of domestic production are simply too high 
and the Canadian population base too small --- one-tenth of the 
American --- for us to reasonably expect Canadian television 
programming or films (particularly that classified as ‘entertainment’ ) 
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to be as high-budget as that foreign material with which our 
producers and other creative talent must compete for audience. 


While we have agreed, then, that additional programming 
revenues are a necessity, the exercise of designing a pay television 
structure for Canada has forced us to ask what the real revenue 
potential of Canadian Pay TV is and may become. low much money are 
we talking and will it make a significant contribution lo solving 


Canada's programming dilemma? 


Using the most commonly quoted projections, a 15% tap 
of pay television revenues, the cablecasters anticipate an injection 


of $4 to $5 million annually to domestic production: 


. annuel Pay TV subscription fee $96 

. number of pay subscribers 300 ,000 
(anticipated pay penetration, 39%) 

. Canadian production tap fore 


[$96 x 300,000 x .15 = $4,320,000] 
Canadian Pay Penetration Rates 


It is our contention that the premise of a 30% penetration 
rate for the pay service must be closely examined prior to its application 
to the Canadian situation. An evaluation of the existing data on pay 
television, cu led from the American experience, suggests a strong 
negative relationship between the degree of basic cable penetration 
and pay television penetration (i.e., in the US experience, those 
cable systems with high penetration rates tend to achieve lower pay 
television penetration). ! 


In the United States, pay penetration rates average 24.1% 
while the average cable penetration rate for these same systems is 
46.5%. It should be noted, however, that calculation of the average 
pay penetration figure as a percentage of homes passed (i.e. as 
a percentage not of cable subscribers put of all homes witnin reach 
of the cable links) is significantly lower, between 11% and 12%. 
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(ii) Canadian Pay TV Revenue Projections 
The implication of these figures is particularly 

relevant in the Canadian situation where many urban communities 
have basic cable penetration rates of over 60%. Projections 
from the U.S. model provide considerably less optimistic 
estimates of anticipated Canadian pay penetration and suggest 
a more realistic rate for Canada of around 10%.° On the basis 
of our research, therefore, we feel there 1s reason to doubt 
that the optim'stic projection of 30% pay penetration can or 
will be achieved. We would note, as well, the likelihood that 
pay television service will be less tnan universally available, 
particularly in the initial phases of its development. 


Using vihat we would respectfully suqgest is a more 
realistic projection, we have calculated that, if all Canadian 
cable systems in excess of 1000 subscribers were to offer the 
pay service and if the service were available in both official 
languages (an assumption made to ensure that Pay TV is, from the 
initial developmental stages, consistent with the intent of the 
Broadcasting Act), we might anticipate the total subscriber figure 
to be between 479 and 580 thousand, resulting in total annual 
revenues of between $45 and $56 million, based on a subscription 
fee of $8 per month. On the basis of a 15% levy for Canadian 
production, the fu'ids available for expanded programme production 
would be in the range of six and three-quarters to eight and 
one-half millions at the time of system maturity. 


To be practical, however, it must be recoanized that 
during the build-up neriod, such penetration rates will not be 
achieved and that smaller cable systems are unlikely to offer 
pay-cable during its initial phases. 


Altering the base of our calculations to cover only 
those systems with over 6000 subscribers reduces the aggregate 
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revenue figure by about 10% and, allowing for a start up 
period, it is possible that in the first year of operation 

of the pay service, revenue for Canadian production based on 
the 15% tap would sield only about $3,125,000. If a pay system 
involving videotape distribution only to those major centres 
which could afford high-quality video facilities were to be 
licensed, the production revenue figure could be further 
reduced to as little as $1 million. 


Impact on Canadian Broadcasters 


While any revenue from pay television would undeniably 
be money not otherw'se available to Canudian production, the CBL 
would suggest the amount and its significance must be examined 
closely and in relation to the total broadcasting system. In fact, 
our research indicates that the 15% tap may represent no more 
than those revenues which will be lost to broadcasters through 
the decrease in their advertising revenues due to loss of audience. 


We have projected the financial impact of pay television 
on broadcasters in ~oronto, Hamilton and Vancouver, based on an 
average 4.5¢ per viewer-hour revenues: On the assumption that 
the average pay subscriber will spend between 10% and 25% less 
time watching CBC and CTV programming, the loss figures in these 
areas alone could (using the lowest penetration projection) amount 
to between $1.2 and $3 million annually. Added to this, of course, 
should be losses tc independent stations (e.g., Global, CITY, etc.). 
Using the same low pay penetration projection, a 15% fund for 
Canadian production from Pay TV revenue would collect approximately 
$3 million. 


Of course, aS pay penetration increased, so would the 
revenues to Canadian production but so also would the financial 
impact on broadcasters. It is important to note, therefore, that 
if limited to 15% cf gross revenue, the funds provided by Pay TV 
to Canadian production may do little more than offset those 
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revenues which arc lost to Canada's public and private broadcaster 


through introduction of the new service. While not all such los? 


revenues would have been earmarked by broadcasters for programme 


production, it 1S nevertheless crucial to weigh this financial 


impact on Canada's broadcasters against the planned injection of 


pay television funds into the Canadian progranming industry. 


Pay TV and Canadian Content 


The CBL's established concern for provision of domestic 


produced material we can legitimately expect to see on the new pay 
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service. The severely reduced penetration expectations discussed 


above make this question particularly significant. Table I 
provides an outline of estimated costs for programming produced 
for Canadian television networks. 


TABLE I: Cost of Programmes for Broadcast Networks 


Sources: 

1 - Redaction, The Independent Production Industry with 
Respect to English Language Programs for Broadcast 
in Canada. Paper presented by Prof. H. Edmunds to 
"Crisis in Canadian Broadcasting" conference, Halifax 
11 August 1976. 


Programme Network Length Cost Source 
Witness to Yesterday Gliobalsy s hour. oy 512,000 ] 
Human Journey CTV Loupe. -SS0=100 000 e.02 
Performance CBC 1 hour $80-100,000 2 
Excuse My French CTV } hour $40-60,000 2 
Swiss Family Robinson CTV + hour $65,000 ] 
Wildlife Cinema Global 34 hour $60,000 ] 
Tan Kukal CoG 4 hour $20,000 ] 
Beachcombers CBC $ hour $40-60,000 Z 
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Most of these figures are for independent productions. 


many cases, they were sold at less than production 
cost to the network in question. The cost to Global, 
for example, of Witness to Yesterday, was reported as 
$71CO per program. 


2 - Brief to CRTC by Canadian Cablesystems, Rogers Cable 
and Premier Cable, June 1975. 
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programming to Canadian audiences leads us to ask how much Canadian- 
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It is our contention that the costs outlined in 
Table I may be substantially lower than might be expected for the 
high-quality, competitive programming which will be demanded by 
Pay TV. In Table 'I, we have added in a higher estimate of 
$100,000 which represents the current cost of some of the 
more expensive network programming, as we attempt to assess 


the amounts of Canadian progranming which could realistically 
be expected to appear on Pay TV. 


TABLE II: Estimated % of Canadian Content for a Pay 
TV System of 170,000 Subscribers. (1) 


% Used Funds Avail. Assumed Total hours Hrs % 
(Amount devoted for Cdn. Cost ot of Cdn. per Cdn 
to Canadian Production Programming Production week Content 
Content) (millions) (per hour) (annual) (n.2) 
15% $2.4 a)$40,000 60 3.5 7% 
b)$100,000 24 is 3% 
25% $4.0 a)$40,000 100 6.9 12% 
b)$100,000 40 ree) 5% 


(1) This number (170,000) represents the number of 
subscribers in a system covering only 3 major 
centres or the average number of subscribers 
during a start-up period for a system covering 
most cable systems with over 6000 subscribers. 


assuming 3 repeats per programme. 


In Table III, below, the same calculations are nade 
uSing a subscriber base of 400,000. We estimate this to be the 
approximate number of subscribers at system maturity for a nation- 
wide pay television network distributed by satellite. Aaain, we 
assume a constant three repeats of each Canadian programme. 
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TABLE III: Estimated % of Canadian Content for a Pay 
TV System of 400,000 Subscribers. 
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% Used Funds Avail. Assumed Total hours Hrs % 


(Amount devoted for Cdn. Cost of of Cdn. pemorcdn. 
to Canadian Production Programming Production week Content 
Content (millions) (per hour) (annual) 
15% $5.7 a) $40,000 143 8 ire: 
b) $100,000 a7 3 1%, 
25% $9.5 a) $40,000 23/7 14 29% 
b} $100,000 95 535 12% 
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On the basis of these figures, the CBL contends 
that the amount of Canadian programming carried on pay television 
is unlikely to surpass 10%, even allowing for an increased percentage 
tap on pay revenues in subsequent years of operation. Further, there 
is a danger of dec*ine in the quality (if not the quantity) of Canadian 
programmes available on 'free' TV resulting from the loss of broadcast 
revenues. This mezns, in effect, a decline over the total system in the 
number and in tne attractiveness of those programmes which reflect 
most directly the Canadian experience. 


We find, therefore, that an argument for the introduction 
of pay television service based solely on promised returns to Canadian 
programme production is unacceptable. We suggest that a far greater 
revenue base than that offered by Pay TV will be necessary to achieve 
the objective of siynificantly greater amounts of better Canadian 
programming. 


Programme Funding: An Alternative Proposal 


It may, however, be worthwhile to consider the eventual 
development of pay television as one of several possible sources of 
the total sum of money necessary to satisfy .the programming demands 
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of existing and future communications services. One such potential 
source may be the cable television industry; the CRTC has already 
introduced the principle of payment by cablecasters to local 
broadcasters whose audiences are diminished by importation of 
foreign signals ir, competition (see decision 74-412). It 

might be useful to examine a broadening of this precedent not 
only to the cable industry but to other communications services. 


According to figures provided by Statistics Canada, 
total cable revenues for 1973 amounted to $132,607,000, giving 
a profit-before-tax of $29,444,000 or 22% of revenue, and an 
after-tax profit margin of $16,244,000 or 12.3%. These percentage 
figures would be even higher for the ratio of return to shareholder 
equity. Cablecasters, members of a regulated industry, are, it 
would appear, enjoying substantial profit levels and sustaining 
rather well the economic burden imposed by premature write-off 
of equipment following introduction of push-pull amplifier 
technology (necessitated by introduction of converter service). 


Assuming a 5% tap of cable revenues (with no parallel 
approval of rate increases to permit cablecasters to pass on the 
levy to subscribers), even in 1973, the cable industry's before- 
tax profit would have been a substantial 17%. At the same time, 
it would have injected approximately 63 million into a fund 
for Canadian production. 


More recent aggregate revenue figures from Statistics 
Canada are not yet available. With allowances for the difference 
between an average 1973 cable subscription fee of $4.50 and a 
presumed average for 1976 of $6.00, the total revenue of the cable 
industry would ve at least 176.8 million for 1976 (not counting 
those additional revenues attributable to new systems and 
increases in penetration since 1973). A modest 5% tat on cable 
in 1976 could, therefore, be expected to generate some $8.8 million, 
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which 1s more than Pay TV could optimistically be expected to provide, 


even at system maturity. 


A further source of programming funds might be provided 
by a direct tax of cable subscribers. Assuming a levy per cable 
channel received (for example, $1 per channel), those receiving 
the best service, that is, the greatest number of channels, would 
contribute the most to Canadian production. If we project an averaqe 
of 10 channels per subscriber, such a levy would, in 1976, 
result in approximately ($10 x 2,900,000 subscribers) $29 million 
to be added. to the proposed cablecaster tap. This total, over 
$39 million from the cable alone, begins to approach the amounts 
required by Canadian production if our media are to recapture the 
domestic audience and have some hope of sales abroad. 


A tap on cable need not be the only source considered; 
the argument apolies equally to computer communications, telephones, 
business communication or to a tax on imported film material, al] 
of which could produce revenues far more significant in total than 
will the introduction of an add-on pay television service. 


Cable television would appear, however, to be a likely 
candidate for a tap because of its direct relationship to mass 
audience communications and its long-standing history of non-support 
of Canadian projramme production. Application of a small proportion 
of cable revenues to Canadian programme production would partially 
redress the economic problem which cable has created for Canadian 
mass media --- the achievement of significant levels of popular 
Canadian programming. In effect, it would extend to our cultural 
enterprises the same economic protection we have long afforded 
Canada's fledgling manufacturing industries through tariffs. 


We ccenclude, therefore, that the simple availability of 
a relatively small amount of new money for Canadian programme 
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production is not, of itself, an extremely strong argument in 
favour of the introduction of pay television service. However, 
given a decision to begin study of the service and to plan for 
-its introduction, this might also be an opportune time to consider 
implementation of these proposed exterior funding measures. They 
have the advantage of providing, almost immediately, substantial 
funding for Canadian production. Such ‘instant investmeni' is 
essential if quality Canadian programming is to be available in 
sufficient quantity for use by the pay service, when it is 
introduced, ana for the 'free' broadcasting system as it gears 

up to meet the Pay TV challenge. 
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iy PAY TV_IN THE CANADIAN CONTEXT 


Whe. introduced to Canada, pay television will exist 
within the wider context of an already established communications 
infrastructure. There is a danger in regarding Pay TV as a new 
system independent of existing structures or as a technoloay which, 
if 'injected' into the current situation, will have an inexhaustible 
potential to alte~ (presumably to the public benefit) current 
relationships. 


As an incremental element in Canadian communications, 
pay television has finite limits, perhaps more finite than nas been 
admitted or suggested to date. Focussing on one area of development 
and change, rather than on the interplay among areas of change 
occurring more or less simultaneously, must be viewed as a dubious 
exercise. Yet we have come perilously close to regardina pay 
television only within a narrow technologically-oriented context, 
at the expense of social structures and changing values. 


The notential of Pay TV to provide the level of financial 
and other support for Canadian production required to satisfy 
commercial demand and cenerate large-scale foreign sales has, 
perhaps, been overstated. 


In the view of the Canadian Broadcasting Leaque, the impact 
of pay television on Canadian proaranme production must be exanined 
in terms of the overall cultural impact of a particular style of 
programming inputs offerred on (a) dedicated mass media communications 
channel(s). The continued availability of predominantly non-Canadian 
programme sources may have the lonq-term effect of creating a 
continuing expectation of more of that product which audiences have 
become used to receiving, i.e. non-Canadian programming. 
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(i) 


Toronto-Buffalo Viewing Patterns 


An analogy could, perhaps, be made here to the viewing 
patterns of Tororto area residents who continue to watch Buffalo 
television stations despite the availability of exactly the 
Same programmes, often earlier in the week, on local Toronto 
TV stations. Convenience of viewing time may account for some 
of this loyalty to the Buffalo stations, but the historical pattern 
of television development --- with American television preceding 
Canadian networks in the Toronto area --- has also affected 


viewing choice. 


If the switch from a US to a Canadian channel, in which 
content is marginally but not substantially different, is 
rendered less likely by historical patterns and expectat*ons, we 
must view with some suspicion any claims respecting ‘viewer choice' 
or ‘viewer sovereignty' as the ultimate reason for access to 
predominantly non-Canadian programmina (or for the lack of a 
distinctive Canadian thematic orientation) in our national mass 


media. Over and above the problem of economics --- Canada, as a 
smaller country, being unable to afford production competitive 
in terms of technical cost --- there is the problem of historical ly- 


determined patterns and expectations. 


Applied to pay television, we would suggest, therefore, 
that a service which initially provided predominantly non-Canadian 
programming (albeit with a conmitinent to increase domestic content 
as the system developed) would be unacceptable. Further, if Pay TV's 
predominantly non-Canadian characteristic is not modified, we would 
demand, in the strongest possible terms, the examination of the 
impact of such a predominantly foreign mass media channe. on 


Canada's cultural identity. 


If the legitimacy of Canada as a sovereign nolitical 
entity, supported by shared popular mythologies, cultural perceptions 
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and orientations for, at least, shared involvement in domestically 
defined issues and controversies) were not at Stake, perhans this 
discussion would be unnecessary. On the other hand, if the issue 
of sovereignty had been settled and a final conclusion reached 
that Canada ought not to exist as a distinctive political and 
cultural entity, then the question of Pay TV could recede into the 
narrower technological questions of delivery system configuration 
and method of payment. However, even these questions pose complex 
problems in the evolution of appropriate models for Pay TY 
development vis-a-vis the long-term public interest. 


(ii) Inhibiting Effect of Precipitous Decision-making 


The CBL is concerned that precipitate acceptance of 
a particular style of pay television delivery system technology 
may substantially affect Canada's long-term evolutionary 
communications pattern. Prior to proceeding with a given set 
of technologies, we would counsel careful consideration of 
alternatives (and the social and economic impacts accruing 
thereto) which might be precluded by prior commitment of 
large amounts of capital resources to a technology favoured today 
simply because it is immediately available. 


There is a real possibility that organizational patterns 
created in response to short-term needs could, for many years, preclude 
a more open access system. Such a system might well provide a 
multitude of channels for Canadian producers qua distributors; there 
is reason to anticipate that this system will become economical ly 
feasible within the next five years, as a result of advances 
presently being made in the field of fibre optics and switched 
broadband technology. While such open access distribution systems 
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(iii) 


have little in common even with the types of pay-per-programme 
pay service currently being discussed, their potential 
responsiveness tn established Canadian priorities would seen 

to argue for some delay in commitment to any existing technology 
for distribution 9f pay television. 


Pay TV Test-Bed 


An informed discussion of technological systems, 
economics of delivery and subscriber response for purposes 
of policy planning cannot occur in a constrained environment 
where choice of system technology is dictated by a pre-defined 
requirement to immediately introduce a Pay TV system. However, 


‘since use of existing technical delivery systems and devices 


may be a disincentive to establishment of more flexible serv ices 
at a later stage, the CBL would urge most strongly that final 
consideration of system options be based on some sort of ‘test-bed’ 


evaluation. 


In such a test situation, the social, technical and 
ecnonomic factors can be carefully considered, prtor to any binding 
commitment to license pay television operation in major centres. lle 
would suggest that such an experiment be undertaken in a medium- 
sized Canadian centre, under licensing and regulatory conditions 
which would imply no long-term commitment to ownership and operation 
of the experimental system(s). 
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For detailed calculation of projected Canadian pay television 
penetration, based on analyses of data From 13] American 
cable systems with per-channel pay television service, see 
Appendix B in ''FOR A FEW DOLLARS MORE'': Pay Television and 


the Public Interest, a report to the Department of Communicatio 
Ottawa. Canadian Broadcasting League, September, 1976, po B | 


ibid., p. B 8. 
Ibid. Appendix C, Audience Impact of Pay Television, pp. C 1-! 
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CHAPTER THREE 


A PAY TELEVISION MODEL FOR CANADA 


In the preceding chapters are outlined those paramount 
considerations of national objectives and public interest criteria 
which have defined for the Canadian Broadcasting League explicit 
characteristics of a pay television service for Canada. Submitted 
nere is a design for Canadian Pay TV service consonant with those 


stated objectives. 


A National Public Authority 


We recommend that, following a period of test-bed 
study of the technical, social and other aspects of proposed 
pay television service, a pay television authority be 
created as an independent public agency. The Pay Television 
Authority shall: 


1) be responsible for all networking of pay television 
in Canada; 


2) be responsible for arranging local distribution by 
cable, STV or other delivery systems on a rental-of- 
Facility basis [i.e., lease of cable channel(s)]; 


3) own all hardware specifically related to pay 
television, regardless of its means of local 
distribution; 


4) commission Canadian programming for use by the 
pay television network; 


5) shall act es agent for the pay television network 
in the purchase of foreign programme material; 


6) shall act as agent for after-sale of Canadian 
programming produced for the pay television 
network. 
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(11) Revenue Distributicn 


During che initial phases of system development, 
profits shall be restricted to ten percent of revenue per annum. 
At system maturity, periodic re-assessment of such profit 
restriction shall commence. 


The first charge against revenues accruing to the 
pay television authority shall be system development, system 
operating costs and servicing of debi. Profits (i.e. the 
difference between revenues and cost of system development 
and operation [including regulated profit]) shall: 

1) be utilized for purchase of programming for 
distribution on the system, a significant 


proportion of which is to be of Canadian 
origin; and 


2) surplus revenues are to be channelled directly 
into a Media Development Fund for purposes of 
recycling such monies for support of Canadian 
programminj on 'free' TV. 


(iii) Canadian Content 


A significant percentage of the programming to be 
provided by the Pay Television Network shall be Canadian in 
origin, with minimum content quotas to be defined and regulated 
by the CRTC, consisvent with the intent of the Broadcasting Act. 


The CBL proposes consideration of a thirty percent 
minimum Canadian content quota during year one, to rise by 
five percent per year with a target of fifty percent domestic 
programming at the end of year five. A formula similar to that 
now applied to content of music on Canadian radio could be devised 
by the Commission to assist in definition of ‘Canadian Content’ 
for pay service programming. 


tel se 


(iv) 


To meet this higher content requirement, it will be 
necessary to devote to Canadian production a significantly 
greater proportion of Pay TV revenue than the proposed 15%. 

We recommend, therefore, that a minimum of 21 percent of 
total pay televisionrevenues be devoted to Canadian programme 
production in year one; this percentage should rise annually 
as content quotas increase so that the funding necessary to 
generate quality Canadian programming for Pay TV distribution 
will be guaranteed. 


Media Developnent Fund 


As earlier discussed, pay television alon2 is unlikely to 
provide the financial base necessary to support the expansion 
and improvement of Canadian programme production which audiences 
are demanding. I1 order to make available the magnitude of 
funding which is necessary, the CBL proposes the establishment 
of a Media Develorment Fund to be operated independent of the 
Pay Television Authority and all existing broadcast netwerks. 
Revenues for the Media Development Fund shall be generated from: 


1) a 5% tax on cable television revenues; 


2) an annual levy of $1 per channel received by each 
cable subscriber (for an average of $10 per year); 


3) any excess revenues accruing to the Pay Television 
Authority. 


Further, we suggest that revenues from this fund might 
be distributed using the following percentage base: 


60% to Canadian production of 'free' TV 


20% to CFDC to supplement its oresent 
budget for Canadian film production 


10% to fund community channel programming 
on cable 


10% for grants to innovative film and 
television projects 


Bowie 


“hose funds allocated to 'free' television programming 
could be apporticned on the basis of 60% to the public network 
and 40% to private broadcasters and should be used aot to replace, 
but to supplement those moneys already devoted by broadcasters 
to domestic production. Distribution of these supplement. 
programming revenues could, therefore, be made on the basis of 
a formula derived from the average amount budgeted 31. the 
preceding three years by broadcasters for Canadian programme 


production. 


Further, we would recommend that a Significant proportion 
of such supplemental programming revenue be used by broadcasters 
to purchase material out-of-house, i.e. from independent Canadian 
production houses. 


(v) Signal Distribution 


When introduced to Canada, the pay television service 
Should be distributed nationally and should utilize the hac ri tres 
of Canada's domestic satellite system and the Trans-Canada Telephone 
System. Lecal delivery will be achieved through lease of cable 
channels, where practical. It will, therefore, be necessary for 
the CRTC to establish a signal priority for the Pay TV service 
and to require its carriage by cable undertakings. 


Where cable distribution is impossible or impractical, 
STV (over-the-air) transmission of the Pay service is to be provided. 


The leasing charge to be paid to cable operators by the 
Pay Television Authority shall be calculated from the costs of the 
service (i.e., installation, servicing, programme promotion, collection 
of fees) plus a profit margin to be determined. As previously noted, 
all equipment directly associated with the Pay TV service shall be 


owned, not by cable systems, but by the Pay TV Authority. 
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RECOMMENDED STRUCTURE FOR PAY TELEVISION 
a) PROPOSED DELIVERY SCHEDULE 


SINGLE GATEWAY PAY ‘TELEVISION AUTHORITY 

mid 1980's 

rents forcign production 

. U.S. network programming es wl - commissions Canadian productions 
- Markets Canadian productions 

abroad 

owns hardware 


. Canadian commercial 
inserts 


NATIONAL DISTRIBUTION 


via Telesat & TCTS 


STVedisS ter buELon 
where cable not 
feasible 


Rents cable channel(s) 
for local distribution 


LOCAL CABLE 


- Signal distribution 
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U.S. Programs via single 
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originated cable signals 
(no additional charge) 
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FIGURE 2 


RECOMMENDED STRUCTURE FOR PAY TELEVISION 
h) REVENUE DISTRIBUTION 
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On behalf of the members of the Canadian Broadcasting 
League, we would therefore urge that, while preliminary test-bed 
study of possible pay television configurations should begin in 
the near future, its introduction should occur only after the 
test results have been evaluated and a system designed to integrate 
into existing structures with minimum disruption. © 


We anticipate that the CRTC will shortly call public 
hearings to further examine the proposals for pay television 
service being subm.tted at this time. Public discussion of the 
issues raised by this proposed new service is particular]:’ 
critical since Pay TV is only the first in a series of 'new' 
communications services which the 1980's will bring to Canadians. 
Even more important, the process is imperative if Government, 
in consultation with related industries and the public, is to 
evolve those policies which will guarantee to consumers a 
panorama of communications-into-the-home designed to meet and 
be responsive to their needs. 


The Canadian Broadcasting League wishes to thank 
the Canadian Radio-television and Telecommunications Commission 
for providing this opportunity to place before it the concerns 
of CBL members as they relate to pay television. At this time, 
also, we would request permission to appear before the CRTC 
at its anticipated public hearing of proposals for pay television 
structure, to expand further on certain of the points raised 
in this submission. 


Submitted-on- behalf of the 
Canadjan Broadcasting League, » 
we ete we 
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oe KealyN.’ Brooker 
Executive Director 
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APPENDIX A 


KEEPING IN TOUCH . . . PAY TV 


KEEPING IN TOUCH... 


«PAY - TV” 


THE CANADIAN BROADCASTING LEAGUE IS CURRENTLY 
WORKING ON A BRIEF C)NCERNING PAY TELEVISION, 
THE MINISTER OF COMMUNICATIONS HAS CALLED FOR 
BRIEFS TO BE SUBMITTED TO THE CRTC BY 
SEPTEMBER 1, 1976, AFTER WHICH A POLICY FOR PAY TELEVISION WILL BE 
FORMED. PAY TELEVISION IS LIKELY TO te INTRODUCED INTO CANADA SOME 
TIME WITHIN THE NEXT COUPLE OF YEARS. DESPITE THE CLOSE DEADLINE. 
WE WOULD LIKE TO POLL OUR MEMBERSHIP FOR THEIR OPINIONS CONCERNING 
PAY TELEVISION BEFORE SUBMITTING SUCH A BRIEF, 


1. Do you agree or disagree with the implementation of Pay Television 
in Canada? 


Agree strongly 
Agree somewhat 
Neutral 

Disagree somewhat 
Disagree strongly 


2. What dangers do you see in Pay Television? 
SN Ree se ee en i ot ae nie Neer a 
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3. What advantages do you see in Pay Television? 
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Depending or who will run the system and what government regulation 

is undertaken, it is possible that Pay Television would be available 
only in the Toronts, Montreal and Vancouver areas. Assuming Pay~TV 

is undertaken, do you feel that it is important that Pay Television 

be available in other areas of Canada as well? 


Very important 
Somewhat important 
Neutral 

Somewhat unimportant 
Very unimportant 


Pay Television should not be allowed to operate in Canada unless a 
significant proportion of Canadian films or Canadian-produced 
material is available. Do you agiee or disagree? 


Agree strongly 
Agree somewhat 
Neutral 

Disagree somewhat 
Disagree strongly 


Ct et ee il 


It is possible that some of the profits from Pay Television may be 
available to exteni service to communities other than Toronto, 
Montreal and Vancouver, to provide direct financial assistance to 
broadcasters, or to fund Canadian film productions. Assuming Pay 
Television is undertaken, which of the following do you feel is 
most important? (Please check only one) 


Make pay television available across the country 

Provide direct financial support for the CBC 

Provide capital funds for Canadian film-making 

Provide finaicial support for private broadcasters in fringe 
areas to increase local programming 

( ) All are important 


eee 


Assuming Pay Television were to be introduced into Janada and that 
it was run through a nation-wide "network", who do you feel would 
be best to run this network? (Check one) 


Cable television companies 

Broadcasters 

Any private group providing the group doesn't hold any 
broadcast or cable licences now 

An independent government body 

A consortium of cable operators, government and broadcasters 
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Are you opposed to a Pay Television network being run by cable 
television companies? 


(cs) Strongly opposed 
( } Somewhat opposed 
ce 


Not opposed 


LO. 
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Are you opposed to a Pay Television network being run by existing 
television broadcasters? 


Strongly opposed 
Somewhat opposed 
Not opposed 


te 
— ~~ 


What types of programs should be offered on Pay-TV? 


What type of programs should be prohibited from Pay- Tv? 


If Pay Television was available to you, would you pay $8 a month 
if the types of films, live theatre productions, concerts or 
Special programs you wanted to see were run consistently? 


Definitely 
Possibly 
Probably not 
Definitely not 


Ce ee ee a 


Do you have any opinions about Pay Television which were not 
covered by the above questions? 
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Please return your completed 
questionnaire to: 


THE CANADIAN BROADCASTING LEAGUE 
P.O. BOX 1504 
OTTAWA. ONTARIO 
KEP. S5R5 


APPENDIX 8B 


"A SINISTER CONSPIRACY" 
AND 
AND OTHER EXAMPLES OF CONFLICT IN BROADCASTING 


Broadcasting is almost always controversial. Elements of the 
system are almost always in conflict. This is in the nature of things. 
There are riva. interests and rival purposes. Government, the entire 
public, and many interests are in conflict. The conflict shapes or 
modifies policy and helps or hinders the formation and application 


of national policy. 


There follow examples of conflicts, pressures, differences, 
and controversies since the first experiment in establishing a 
national broadcasting system in 1932. Lobbying is a suspect activity, 
but it is a right of a Member of Parliament or an individual member 
of the genral public to make his views known to the Government. The 


question is one of rights of access and forms of persuasion used. 
(i) "The Sinister Conspiracy" and the Prime Minister 


The words "Sinister conspiracy" were used in the spring of 
1935 by the Rt. Hon. R.B. Bennett, when he was Prime Minister of 
Canada. They were applied to those groups lobbying against the first 
national regualtory commission, the Canadian Radio Broadcasting 
Commission, of which Hector Charlesworth, a Conservative and former 


editor of Saturday Night, was Chairman. 


Mr. Charlesworth has described the episode in his memoirs. The 
Prime Minister was ill and the lobbyists used that opportunity to 
promote the awerd of a power increase for three stations from a few 
to 50,000 watts. The three stations were affiliated with American 


networks. 


One of the expectations was not only increased coverage in 


Canada but an increase in the amount of advertising. Mr. Charlesworth 


wrote: 


the object was increased American coverage. This 
meant the most complete Americanization of radio in 
the most populous section of Canada. I had aiways held 
that any licenses for high-powered stations in Canada, 
that might be granted, should be for the use of the 
Commission itself. 


The lobbyists also sought an arrangement whereby 
commercial programmes, both American and Canadian, should 
have right of way over our sustaining programmes, and 
whereby a part of our revenues should be diverted toward 
lowering the costs of network distribution of advertisers. 


Seldom has a more bare-faced proposition ever been 
conceived -- the fees of radio licence holders were to be 
diverted to assist the publicity departments of a few 
great corporations. 


A Western member whose constituency lay remote from 
Central Canada was enlisted as chief agent of these plans 
and by one argument or another he succeeded in lining up 
with nim twenty-seven fellow members of the Conservative 
caucus, before the Prime Minister got home. 


Mr. Bennett got back sooner than had been ecpected, 
restored to vigour, and the iron heel came dewn quickly 
on this "Sinister conspiracy” as he called it. 
Hector Charleswox~th, I'm Telling You, 
(Toronto; "19377 ,.pp. LIG—2i7. 


In the lobby group were a leading Conservative editor and the 
president of one of the stations owned by an American company, as 
well as one of the leaders of the Conservative caucus. They called 
on the Actinj Prime Minister, Sir George Perley. On April 15, 1935, 
he wrote a memorandum reporting the pressures and the strong support 
in the Party. In a quotation from Le Devoir, Frank Peers has pointed 
out that, "the Government, threatened by this group, moved to extend 
the life of the Ccrsj Commission to only two months, and not a year 


as had been oriainally intended." 


Mr. Bennett insisted that Canadian broadcasting remain publicly- 


owned: 


Always insidiously is the attack made against the 
publicly owned facility and the effort made ‘:o destroy 
it.... the more I see of it and know of it, the more 
determined I would be, if I were here, that I should not 
yield this facility to any private enterprise. 
House of Commons Debates (6 June 1935). 
p. 3347. 


Letters and statements by other Members of Parliament and by 
Hector Charlesworth reflect the origins of the debate about the 
mandate and responsibilities of the CRBC in 1933. Frank Peers nas 
summarized the beginnings of the conflict in 1931: 


It was natural enough in 1931 that the application 
of CFCN, Calgary for a power increase from 500 watts to 
10,000 watts should be referred to Bennett -- he was the 
member for Calgary West -- and that it should be personally 
approved by him. Other cities also concerned him. In the 
same year, he was promising Harrison Smith, the vice- 
president of Imperial Oil, to give his personal attention 
to the application of CFRB, Toronto, for a power increase 
to 10,100 watts. (A.S. Rogers, the father of the president 
of Rogers-Majestic and CFRB, was on the board of Imperial 
Oil. After CFRB received its power increase, Harrison Smith, 
now president of Imperial Oil, became chairman of the 
board of Rogers-Majestic.) Similarly, Bennett heard appeals 
on behalf of two other Toronto stations that wanted a 
better wavelength, CKWG and CKCL. In both cases it was 
emphasized that the stations had served the Conservative 


party. 
F.W. Peers, The Politics of Canadian Broadcasting, 


(Torontea, 81969)" prasrl2: 


--- On October 28. 1932, three days before the Commission 

was Sworn in and 23 days after it had been appointed, the 

Minister of Marine issued the radio license to La Patrie 

in Montreal. I say that this was an insult to Parliament, 

and a violation of the law. It was an insult to the members 

of the Commission ... I protest against this thing having 

been done obviously for political purposes. 
Statement by Hon. Ernest Lapointe, House of 
Commons Debates (28 Feb. 1933), pp. 2563-2569. 


From a political standpoint, it is most important 
that we should have this licensegiven to those who are 
absolutely our friends rather than those who are not 
Now this 1S going to be a serious matter for Charlesworth 


and the Radio Commission .... I intend to attack Charles- 
worth on, tne £160r Of tne House. 5 eeleWwanitethndtrstacd1on a 
in Fredericton for political and other purposes. 


R.B. Hanson, M.P., to Prime Minister Bennett, 
WE ELD MUSES DEKE, fejSig (eblies yy joy JIVE 


"If politicians would let us alone, we shall be alright." This 
comment in 1933 by Mr. Charlesworth, precipitated a full evening's 
debate: "... when John-Francois Pouliot, M.P., ... especially 
distinguished himself. ' Mr. Charlesworth's tongue should be torn 
from his mounth and wound seven times around his whiskers,' was 


one; of his, flaghts:” (Peers), jop: cit-swip. 2113) 
(ii) The Conflict Over Canadian Content 


There is a clear and natural conflict between a national 
broadcasting policy respecting forms of public and private ownership, 
license and programme regualtions, anda commercial system dependent 
for revenues up>n advertising. The issue of Canadian content, as well 


as licensing new stations, is a critical part of such conflict. 


Imported, mass produced programmes sold in a world market 
are less costly than Canadian programmes. This situation applies alike 
to costs of production and the price asked or paid by broadcasting 


stations for programmes acquired for sale to broadcasters. 


Here, Canuda, from a financial point of view, feels fully 
her geographic position as a neighbour of the largest and most 
successful producer of programmes. As the largest foreign market for 
these programmes, Canada is a country whose preferences and tastes for 
entertainment have been shaped by long decades of American films, 


music, television, and radio. 


As legitimate business, American companies with American or 
Canadian factoties advertise their products for the Canadian market -- 
indeed, Canada is the largest importer of American goods in the world. 
Furthermore, Am:rican companics or their branch plants are the largest 
group buying advertising on television. Of the top 100 national tele- 
vision advertisers, all but five or six are non-Canadian -- almost all 
are American-owned. These advertisers are the most important clients 
of advertising agencies and are responsible for the bulk of the 
total television business of such agencies. These agencies in their 


turn are the leading members of advertising associations. 


In geography, communications, the whole range of mass entertain- 
ment, wealth, promotion, efficiency, and, to a large ectent, language 
and business, Canadian broadcasting and Canadian audiences, like Gordon 
at the seige of Khartoum, are surrounded and hemmed in. All this is 
familiar and and all this sustains the wish and will the Canadian people 
have for developing and using Canadian talent and Canadian creativeness, 


not exclusively, but sufficiently. 


What ras been the attitude of American comanies or advertisers 
to Canadian broadcasting? The whole history of Canadian radio and 
television would have to be examined to reach an answer. Undoubtedly, 
there are notable examples of American support through advertising 
for Canadian programming. But the business factor of sales and 
financial success is naturally the usual determining factor. This is 


little less a factor also for Canadian-owned business in Canada. 


There is one remarkable example. It is cited as an example of 
what could happen and does happen. This example is given as a case 
of what has happened. There are others. And their .neaning, when they 
happen, is that American advertisers, financing their operations with 


dollars spent by Canadian consumers of American goods, resist the. 


policy of the Government of Canada. 


The example is, in general, of an organized thrust of the 
advertising community, to reverse or weaken the impact of Canadian 


content regulation introduced by the CRTC, a statutory instrument of € 


the Parliament. of Canada. 


In 1959, the statutory regulatory authority, the B.B.G., required 
all television stations to reduce the predominance of imported programming. 
The private sector and advertisers -- well aware that imported or 
"canned" programmes were much cheaper than live Canadian productions 
and hence more profitable -- strongly fought the increase of Canadian 
content to 55 percent ordered by the Board, and vast pressures were 


applied. 


The most striking example was provided by Mssrs. Proctor and 
Gamble, an American comapny. In a letter to a license applicant dated 
17 September 1959, the President and General Manager wrote as follows: 


-.- a Jevel of support from advertisers will be forthcoming 
only it stations price their time competitively ... and are 
allowed to devote most of their broadcast day to programmes 
that cater closely enough to mass tastes to withstand 
competition. 


--- I can confidently assure you that if new regulations 
force up the already high cost per thousand of television, 
Canada's biggest advertiser will not hesitate to switch 
into media that offer better value for money. 


I am, of course, implying that the Board of Broadcast 
Governurs' proposed regulations may seriously damage the 
economic health of the television broadcast business ... 
it is vitally in your interest to put up individually or 
through C.A.B., the strongest possible fight against the 
B.B.G.'s proposals. And in this respect I can assure you 
that through A.C.A. (Association of Canadian Advertisers| 
and through our contacts with C.A.B. directors, this company 
is devoting a great deal of time and enercy to the task of 
helping independent broadcasters to ward off this major threat 
to their economic well-being. 


This letter was made available to a public hearing of the B.B.G. 
It is cited as an exhibit precisely revealing the nature of the 
conflicts and pressures which threaten Canadian broudcastiny, private 
as well as public. In this letter it is all there -- "the economic well- 
being" of the advertisers; the opposition to Canadian programming; the 
attcmpted intereference with an authority set up by Parliament; the 
campaigning, "the strongest possible fight" by a great business associ- 
ation against a policy of serving and nourishing Canada's Canadian 


interests as la.d down by Acts of Parliament. 


The issue between public and private interests in broadcasting 
or other communications is not a mere question of individual taste or 
distate for "I Love Lucy” or "All in the Family" or "The Tenth Decade"; 
this is not the point. The point concerns communications as a whole 
and the national strategy, inevitably a mixed and complex issue, which 
best serves, develops, and enhances the happiness, existence, and 


reality of Canada and the Canadian people. 


The conclusion, then, is that deeper consideration of the structure 
of and the role of both the public and private sector, including cable, 
is necessary. The Canadian system, intended to be primarilu Canadian 
in purpose as well as ownership, is to be as the Act of 1968 describes 
it, " a national broadcasting service", providing , in both languages, 
"varied and comprehensive programming" for Pyeteanadane Confederation, 


has only partly achieved these purposes. 


This e.cample is complete and is documented. But it has a signifi- 
cance that is not unique. In principle, it is a model of a structure 
and operation which illustrates, in the round, the problem of Canada, 


Canadian television, and Canadian programming. 


The model suggests an obvious conclusion. The structure of the 


Canadian broadcasting system, a statutory single system 

of private and public sectors, has been shaped less by 
carefully weighed and fully-executed principles of 

national strategy or statutory policy expressing that strategy, 
than by commercially motivated pressures and American 
practices, models and forces. Compromises, pressures and 
continental forces remain important, critical and even 


predominant. 


APPENDIX C 


INFORMATION AND CANADIAN SOCIETY 


INFORMATION AND CANADIAN SOCIETY 


Broadcasting is usually discussed in terms of preferences 
or objections to particular programmes or as a business of interest 
to shareholders or financial houses. The significance of radio and 
television as a social or political phenomenon is, however, of some 
public attention during elections. There is, also, among parents at 
least some recognition of the influence in the home of an instrument 
which holds children for an average of three hours daily. The other 
area of concern is the predominance of American programmes so much 
of the time and especially in the peak hours of evening. 

This section suggests there are stil] deeper levels of 
consideration and that broadcasting must be understood or at least 
examined, not only as entertainment and an instrument for the widest 
distribution of news, but as perhaps the most powerful transmitter 
of information serving social or national Purposes. It now perhaps 
constitutes the bond or transmits the bonds which forms the moral 
and spiritual fabric of a society. 

The need in Canada is to elevate such discussion of 
broadcasting and of information from the ordinary level of gossip 
about this or that programme and to approach an appreciation of the 
communication of information itself in the individual or in the 
social unit as one of the essential constituents of life. A very 
lay commentary on this fact froma very lay, non-scientific source 
follows. Its purpose is to raise the communication of information 
from its present modest status in discussion of high policy to the 
stature of a subject as urgent as national health, defence, energy, 
pollution or other subjects of primordial significance. That is, 
of survival of a Canadian society. 

The purpose of this section is to suggest that the brain 
of the human Individual Is primeval and that a society is primitive: 


wo” > 


that the single brain after one or two billion years of evolution is 
mature, and the society with only some 10,000 years of evolution is 
immature, raw, and usually slow to learn or to reach mature judge- 
ments. Compared with the difficult and often slow response of a large 
social group like a nation, the individual human brain understands 

and learns quickly. 

Indeed, what is the brain and nervous syste of a society? 
Presumably, the answer is the system of communicating information. 

The human body has automatic responses to physical changes 
and through the autonomous nervous system adjusts to cold by closing 
the pores or opening them to adjust to heat. The human body is well- 
provided with such responses which lead to adjustments to a changing 
environment. This ability to adjust to change - to become aware of 
it and alter the bodily situation to meet change - is called 
homeostasis. 

What, in a society large or small, ancient or new, is the 
process by which a group of human beings becomes aware of and acts to 
adjust as a group to changes in the environment? For societies there 
is no physical apparatus appertaining to the society which is remotely 
as responsive and unified in communication as the apparatus of adjust- 
ment in the humen individual. 

Taese generalizations are not irrelevant to Pay-TV or to 
broadcasting and information - or the functioning of Canadian society. 

Communication is an element not separated from but as 
essential a constituent as energy in human and social organization, 
and organization runs down as information recedes. Human beings are 
not isolated ey tenet Therefore, they are in relationship with each 
other and their environment. They generate energy derived from foad 
and light. They take in information through their senses and apply 
energy on the basis of information received by their ce tral or 
autonomous nervous systems. 


1f communication ceases or declines, to that extent there 


is isolation and the tendency in isolated systems is for disorder, 
for entropy to increase. 

Info-mation is the correlative of organization: the 
communication of information is a condition of organization and 
the opposite of enercovie This is relevant to all forms of life and 
all orders of society. 

The purpose of these generalizations is to insist that 
communication is not an event external to or merely a re-enforcement 
of the structure of a human being or a human society. On the con- 
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trary, it is an essential constituent of man and of society,” and it 
sets limits to the coherence and extent of a society. It measures 
its activity or decline. It also measures, as Wrener observes, the 
autonomy of its responses and decisions. 

The theme is summed up by Dr. Colin Cherry: ''What is 
communication? It is the substance of all social life. 1! would 
define a society as a people in communication ...a social group, of 


e e e . . Sg 
any kind, exists only imasmuch as its members communicate.!'- 


A society, community, a nation, like any other organism, 
is a function of a network, and is organized and its functioning is 
sustained by infermation. ''Organism is seen as message ...Oorganism 
is Opposed to chaos, to disintegration, to death, as message is to 
noise." 

This emphasis upon information, communication, message, 
organization and network as the obverse of chaos, disorganization, 
interruption, noise and entropy, running down, suggests the following 
partly overlappi.i1g considerations. 

(i) The network, the information carried, and the homeo- 
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stasis’ of a human individual, provide essentially the negative of 
entropy. In the individual human being, the responsive and organizing 
ability, the anti- or negative entropy capacity is more ancient, more 
patterned and structured, more united and coherent, more responsive 


and ready to adjust to change than the very recently evolved 


societies and communities. Brain is primeval; society is recent. 
The evolutionary age of the human is the age of the whole of animal 
and indeed other life. The age of a nation, a physical race, a 
language, is bux a petty fraction of the time of life's evolution 
and man's primacy. Man is ancient and has been long in the making. 
A society higher than the pack is recent and inexperienced and, by 
comparison with the brain, immature and rudimentary. 

(ii) The units of the information network represented 
in the brain and autonomous central nervous systems, are many times 
more numerous than is the world's population. ''There are more cells 
in the brain of every single indiviaual than there are people in the 
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10" to 10 ~ neurones in the brain” and only 4000 millions 


wor|d'', 
in the world population. 

(ii) The capacity of neurones, each with its forest of 
dendrites for inter-connections is infinitely greater, their sensi- 
tivity to internal and external information infinitely more speedy 
than that of the physically separate units of any human community or 
the whole of mankind. An individual responds and adjusts to a change 
more speedily than a whole group, a small group more speedily and 
sensitively than a large group. An individual's total experience 
may be diversifi:d but is formed by experience, the learning and the 
memory of one system, one organization, one network lon evolved and 
physically coherent. The homeostasis of the individual is higher, 
the negative entropy greater than in a group though the system as a 
whole may be more quickly destroyed than a group by death. Yet, as 
long as there is life, "consciousness as a process may well be in- 


0 This, in other words, means that memory, learning 


exhaustible''. 
and feedback in an individual are greater and ensure greater responsive- 
ness and more ready adjustment to change than those of any human 
society. Especially is this true of the contrast between a well- 
educated and mature individual and a large, scattered, and even well- 


organized society. 


(iv) Obviously, the information stored in libraries, the 
total learning of a society and the sources of feedback for a society 
are greater than those of a single individual. This acquired and 
stored information, the memory facility of a society, may be used to 
enhance the responsiveness of an individual or groups but it is a 
long process of soclal experience and institutional development 
before a society, or even a governing elite in a society, may evolve 
the sensitiveness as a society and use knowledge as a society. This 
evolution and use are not yet remotely comparable to those of one 
human brain. The memory of a group is small and rudimentary and often 
close to tribal, primitive or even animal in its responses or decisions. 

(v) Consclousnese.. - the use of memory and feedback - in 
@ group or nation is a far more primitive process, though one more 
accessible to observation and analysis than the process within the 
enclosed, dark recesses of the human brain. 

The individual human brain is the supreme or known supreme 
creation of nature over the aeons of evolution since, perhaps, the 
exact formula of seven elements, mixed in an isolated trough in a 
rock, was struck by the exact quantity of electricity of a flash of 
lightning and, according to earlier speculation, the stage we call 
life was abruptly initiated. '? 

Society as a society has aeons yet to go through before 
it evolves the intelligence of the individual. There is a vast, vast 
difference between the ''autonomy and consciousness which are possible 
for a group, and the vastly greater potentiality of the individual". ' 
Brains are subtle, creative, imaginative; their speed, range of recal], 
and power of synthesis and hypothesis and all the processes named 
"thinking'' are unmatched in other forms of life. Groups, for all 
their organizing power and achievements, are clumsy, meandering, 
slow, and their information networks crude - with ''far less than the 
mental powei's of a apie! 

The contrasts between the receptivity, responsiveness, 


adjustability and intelligence of the cortex and CNS of an individual 
human and those of a group of humans are fertile stimuli to thought 
about communications and social sclences:. > These contrasts must be 
passed over, but two questions are relevant. One, what is the 
application, for example, of the communications engineering concept 
of the Information-noise ratio as related to a pocletyy. Two, 
given that the individual brain is more efficient than what corresponds 
to the functioning of the brain in a group or society, may it be assumed 
that non-organic or mechanical means may (a) limit or insulate a group 
from the entropic, disorganizing influence of external ‘noise', in the 
communication theory sense of the word 'noise';or (b) enhance the 
social learning, feedback, and memory processes of a social group, 
improve the collection, storing retrieval and use of information, and 
so make a society more sensitive to change, more precise and prompt 
in decisions, in sum more responsive and coherent as a single 
society? The contrast between an individual and a society as 
communication, systems is of critical significance. The system of 
the human is organized and evolved naturally. The system of the 
society has elements of recent conscious construction. It is partly 
evolutionary, partly organized and, contrasted with the internal 
nature of the brain (and even the brain's recent use of an inherent 
structural capacity for speech),it is external. 

The two questions which follow are not irrelevant to the 
Canadian position in North America or in the world: they are also 
relevant to the position of Quebec in Canada and North /imerica. 

Do the Canadian people as a society receive information 
clearly from their own or other sources through the most effective 
and autonomous organization of communications or is the information 
confused? Is there 'noise'? May improved organization of information 
ensure more effective, more responsive decisions and a higher level 
of soclal organization in Canada? 

If the layman's reference to the contemporary principles 


of communicaticns are valid, then the answers to these or similar 
questions involve the power of decision and autonomy of 

Canadian societ. A society extends only so far and insofar as 
there extends an effectual transfer of information. Whet is the 
real, autonomous extent of the Canadian society and the extent 

of Its own means of collecting, distributing, retrieving and using 
information for its own purposes, not in isolation from external 
sources of information but in the selection and autonomous decision 


taken about Information? 
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L October 1976 


Mr. Guy Lefebvre 7 
Secretary-General » 
Canadian Radio-television and Telecommunications Commission 


Attached is a joint submission from the Trans-Canada Telephone System and Telesat Canada 
concerning the development of Pay-TV in Canada. The provision of Pay-TV service on an 
integrated satellite/terrestrial network will provide a high standard of service available to 
all Canadians at a lower cost ‘han either a terrestrial or a satellite system could provide, 


independent of one another. 


The introduction of Pay-TV, and all of the other services which could flow from it in the future, 
does not require the development of any new, limited function, delivery syntems. Rather, in 
this country, Canadians are fortunate in that we have one of the most capable telecommunication 
networks in the world and it is available now for the delivery of Pay-TV, on a real-time basis, 


It is in this context that we propose that Canada's domestic satellite system, integrated with 
the national telephone network, be used to deliver Pay-TV from program source to the 

local distributor in each community. This integrated system may also be expanded to bring 
Canadians more benefits in such areas as expanded CBC English, French and Northern ser- 
vices, second English service (CTV), independent broadcast programming, CATV program 

distribution; educational television and a variety of other services which would serve to im- 
prove the quality of life, purticularly in this country's more remote regions. 


Pay-TV might well affect things such as the expansion of basic telecommunications services 
to remote areas, the demands made on network capacity which will aftect the application of 
capital and the future development of the entire communications network. 


Please be assured that we are prepared to work in close cooperation with the CRTC and any 
other relevant body to develop a service which will serve Canadian interests both now and 


well into the future. 


—— cn 
E.D. Thompsan vy D.A. Golden 
President President 
Trans-Canada Telephone System Telesat Canada 


Thiss submission proposes a system for 
the transmission of Pay-TV in Canada. 
EG ais submitted JOUNCLY by the 
Trans-Canada Telephone System (TCTS) 
and Telesat Canada in the belief that 
the “introduction ‘oie Pay-1Ve wis beth 
desirable and inevitable. Within an 
uppropriate structure ensuring the 
necessary regulatory cortrol over the 
three major components -- programming, 
distribution “and local delivery -- 
Pay-TV can become a positive factor in 
Catiada"s "social, “cultural “and *econdomic 


development. 


Telesat and TCTS with “1ts’” member 
companies is the one group which can 
provide: ethe «pfiihkexajba li tyeato ssthransman 
programming on national, regional, and 


local levels. 


This has and iS being demonstrated in 


the provision of telecommunications 
services throughout Canada at a 
reasonable cost io the public 


reyardless of their geographic location 


or Stage of economic development. 


This submission indicates the 
willingness of TCTS and Telesat “to 
implement a system for the transmission 
of Pay-TV in ‘close Bcooperation: (wich 
those organizations representing other 


major elements in the system. 


OVERVIEW 1 


The emergence of Pay-TV in Canada ‘appears to be inevitable. Smail-= 
scale operations are already in evidence. Many organizations are 
gearing-up for the fvll-fledged introduction of national service. A 
wide spectrum of interest groups’ has attempted to establish them-— 


selves as the logical, and often sole, providers of this service. 


iaealins this, one. thing .1s ‘clear. The impact of Pay-TV goes far 
beyond the mere _ provision of en alternate channel for home 
entertainment -- the production, transmission and delivery systems 
adopted could play major roles in the future development of the 
entire Canadian telecommunications and broadcasting system. The 
delivery syevenv= atone wi Me rattect satellite development, 
expansion of telecommunications to remote communities, and even the 
choice between the further encroachment of U.S. culture or the 


development of Canadian talent. 


The overall system ccncept proposed by TCTS and Telesat recognizes 
the importance of Pay-TV on many aspects of Canadian life, Certain 


premises advanced by government underlie this proposal: 


@e Pay-TV should be a positive force in the advancement of 
Canadian production abilities, Canadian industry and culture. 

Om ay-ly ey cud eines otheretclecommunications benefits that will 
ace TueCeLromeliee snould “be. available “to all Canadians at an 
equitable cost. 

@ Payal Virwilivnorsdevelop) universally in Canada unless it is 
Within the context of a national system as the licencing of 
separate individual groups will make regulation difficult and 


will tend to lead to non-Canadian control 


Other premises, also fundamental to this proposal are: 


e The larger population centres must be part of the overall 
System from the beginning so that adequate revenues are 


generated to support service to small and remote locations 


@e Pay-TV would commence in lurger centres first. The ultimate 


spread of Pay-TV to smaller communities would be determined 
by the apportionment OF revenues designated Lor 


transmission, 


@e Although Pay-''V may eventually operate on a cost per program 
basis, initially, subscription will “be ona monthly vasis. 
Thrs will also provide at oppoerttinity OW ore "Canadian ot iam 


makers to establish their abilities to a large audience. 


e The system should Le designed today so that it can grow and 
evolve in. future years (without requiring the major 


restructuring of the Canadian telecommunications system. 


e The deftivery of Pay-TV can and should te accomplished 
within the framework of the existing telecommunications 
System with the planning and implementing of the capital 
intensive, partgocoliythesedelivery Asystemesaccomun aahcamepy 
TCTS/Telesate This would allow Canada's total 
telecommunications service to benefit from economies of 
scale, while (yal lowing yo oflexibility of program saurce nd 


GQUSEVADUGLOMehULr eb y=TVi andaCAaTyv < 


SYSTEM DESCRiPTION 5 


There are three major aspects to the system as visualized by TCTS 
and Telesat; one is the establishment of one or more Program 
Agencies, to produce’, select’, “procure, commission, schedule, and 
promote Pay-TV; two, is the establishment of a nationwide 
transmission system uSinp the integrated facilities of the 
Trans-Canada Telephone System and Telesat Canadz; and three, is the 
Licencsangre of individual Organizations, tO.) Nandie y the , local 


distribution of Pay-TV. 


The Program Agency 


As common carriers, TCTS and Telesat are concerned with the means of 
transmission “rather “than” “the form or content of the ‘message. 
However, the potential impact «f Pay-TV means that whatever system 
1s; 2aqopted will aifect the wbility of the’carriers to provide the 
entire range of telecommunications services vital to Canada's 


continued growth. 


e For the purposes of thi:, submission it is assumed that those 
with expertise in programming and production will provide the 
CRTC with authoritative vicws "concerning the development of 


a Pay-TV program agency." 


@e Presumably, a consortitun would be formed from among the 
broadcasters, cable industry, government agencies, filn 
industry and general public. 

Serb licie tune concept of a Program Afency iS the assumption 
Cidtteepattmmo: sbhe Teverue:: would [low through to fund “high 


quality Canadian programs which Canadians will watch", 


e The provision of some significant share of Pay-TV revenues to 
domestic production entities will broaden their financial 
resources and will provide a leverage effect allowing greater 


future earnings, 


The nationwide transmission Systuim 


The universal telecommunications network which TCTS and Telesat have 
constructed provides a valuable resource for the transmission of 
voice, data and television services. By integrating satellite and 
terrestrial facilities, the network will be even more responsive to 
Canadian needs. Integration also means the optimization of both space 
and earth facilities and will make possible a new generation of 
high-capacity satellites in the near future. Using these resources, 
TCTS and Telesat can provide a shared-usage delivery service for the 


introduction and continuation of Vay-TV starting in 1977. 


The integrated sate:lite and terrestrial carriers would act as 
delivery agent on behalf of the Program Agency, In accordance with 
Schedules, and at designated pick-up points, the carriers would be 
responsible for delivery of programs from the Program Agency to local 
Pay-TV distributors. .This approach isyresponsive to regulation and 
the needs of the market yet minimizes financial risk and outlay to all 


parties. 


e The main source of programming, which is in no way synonymous 
with production, would be located near an existing earth 
Station. Terrestrial microwave facilities would link this 
Source ‘bo the earth (station. Programs would be transmitted 


from there by satellite to carth stations throughout Canada. 


e Storage and switching facilities could be established at the 
earth station so that once a program is carried by a system, 
subsequent retransmissions, to accommodate time zones and 
repeat showings, can all be administered in accordance with 


Scheduling specified by the Program Agency. 


ey 


RrOMmetete ster? Until | Carly 1980, a two channel satellite 
delivery system can be Operated at 6/4 gigahertz using 


techniques and equipment designs which are available today. 


The limitations of two channels and a somewhat restricted 
Choice of. earth, station: %transmit’ and ‘receive locations are 
minimal during the low traftic Carlyesvears. However, the 
resulting stimulus. sto tyudumestiic production, demand pattern 
Changes and volume iticr ase would be accommodated from 1980 
Onward when conversion weuld begin to 14/12 gz distribution 


uSing new sate!]lites which will have the following benefits: 


Complete avoidance of receive and transmit interference 
problems allowing optimum location of earth stations in 
downtown areas, thereby providing economies by eliminating 


the need for backhaul from distant earth Stations, 


Earth stations can be provided at downtown telephone company 
switching centres. This will provide the best physical 
environment for. the receiving equipment, minimum loss’ of 
Signal due to transmission, stable protected power, backup 
facwIItIeS, “easy access for maintenance, and the full 
opportunity CoO use satellite capacity iwemny other 


telecommunications services. 


Television service can be extended to Surrounding 
communities by existing TCTS terrestrial microwave or 


COaxtal cable. 


a) 


Maximum integration of satellite facilities.<and the 
establishec television transmission network at existing 
common carrier Television Operating Centres will provide 
PUI elem DD alt te 


Programs produced anywhere in Canada can be sent by 


Satellite to the Program Agency’ for acceptance and 


Scheduling into the distribution system, 


Additional locations can be Served quickly and efficiently 


through the installation of additional earth Stations, 


Although the capital costs associated witn a proposal of 
this magnitude are Substantial, no other delivery system can 


offer the same economy, flexibility and reliability. 


Local distribution 


Pay-tV could be dist~ibuted to “the public by local broadcasters or 


cable television operators. 


e The integration..of . the pay television Nnetworkeand the Te€Ts 
system will allow the option of automatic ordering of progranis 


and eventually a complete juy-as-you-use system. 


@) Ayprogram Hqleem1 on eaind Willing System based on the use of the 
telephone network will remove the need for verbal communication 
of program choice, The subscriber could unlock the Pay-TV 
channel Chigiec tal y at the same time registering bi linge 
information which would be collected Automatically durine the 
night hours by u computer controlled data collection system 
operating over the local telephone network. Systems have 
already been tested for collection of similar usage data such 


aS remote reading of utility meters, 


Local distribution agencies could be charged by the Program 


Agency for the programs they reccive. 


WIUNe tLe participation. bys. the larger centres of population 
the TCTS/Telesat system permits a rate structure which would 
nesuit fing ,an sequituble level of costs for . both urban 
population centres and remote communities. Thus, .<could 
accelerate the development of broadcast (acid te Less wed DN sSmpelel 
or remote communitie:; and provide a major mechanism to 


equalize the opportunitics for access in ali Darts of Canada, 


KULTUR 8 
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The system proposed by TCTS/Telesat will provide a vehicle for future 
applications and reiaforce technological developments, The physical 
means for PROZram CGLSuniputlonme ewilkl become more sophisticated, 
providing greatly expanded capacity and versatility thus encouraging 
the development of programs and Services directed towards individual 
tastes, special interest Broups and minority audiences, Some possible 


future applications for the total integrated network could be: 


@ House of Commons broadcasting 
Live broadcasting of House of Commons proceedings on a 
full-time basis becomes economically feasible on an 


integrated network using high capacity Satellites, 


@e Provincial public affairs 
The system would wuccommodate matters of intra-provincial 
interest such as, lepislative proceedings, public alfairs, 


sporting and cultural events. 


CATV 


An integrated network would allow expansion and enhancement 


of Canadian broadcusting services to all cable distributors 
across the country. It would be ideally suited to Solving 
the problems of the distribution of U.S. programming while 
eliminating the proliferation of off-air pick-ups by 
providing U.S. provrams to cable operators from a limited 


number of gateways. 


@ klectronic news 
Initially available on a Subscription basis using a full 
channel as do current CATV weather/information channels. 
Eventually available on a page by page basis. Specialized 
news features could be directed to diverse interests and 


could include film clips and instructional material, 


@ Educational programs 
A series of programs produced to provide instruction on a 
variety of topics could be carried by television and 
integrated with other ccademic programs and extension 


departments of educational institutions. 


e Conference television 
Metintegrated’ Tucilities. of TCTS/Telesat will provide an 
ideal vehicle for the many configurations of interactive 
conference services. Asa Substitute for travel, conference 


television will contribute to energy conservation. 


@ Telemedicine . 
Bi-directional video-audio communications between a _ base 
hospital and remote locations to help cisgnosis of emergency 
cases, to monitor intensive care equipment, to assist in 
medical training and to aid in the development of 


paramedical facilities in remote locations, 


@ Electronic Mail 
Fast and reliable transmission of mail through the 
development of intelligent Switching systems now evolving in 


the’ carrier industry. 


es 


e Marine ana air communication, particularly those beyond the 
coverage area of the Marisat system, 

Ships in Canadian waters could communicate and exchange 
information with a control centre or among themselves. 
Reliable operational and safety services for shipping 
including remote gathering of radar and Other navigational g 
aidi dinformation, emergency communications associated win ® 
disasters, oil spills, pollution reports and Supply 
operations. The same concepts would apply for air traffic 
control. 


@® Data Collection 


Small earth terminals connected to sensing equipment can be 
used at isolated locations to collect telemetry data 
Such as meteorlogical and environmental conditions and relay 
Such information to a central collection station. The 
collection station would receive data from many remote 
locations for processing and routing to appropriate 


destinations. 


All of these examyles underline the eventual diversification of the 
nationwide telecommunications transmission system. The rational 
introduction of Pay-TV will assist in developing a communications 
resource which can provide this diversity of services throughout 
Canada. it 1S “important, from the outset, to create an environment 
which will encourage innovation and growth and Stimulate effective 


communications between all parts of this diverse country. 


The more extensive tlie use of Satellites, the greater the opportunity 
to make it a cost effective way of serving the North and other remote 


regions, 


SUMMARY A 


The Trans-Canada ‘felephone System and Telesat Canada provide the best 
means to deliver Pay-TV to all parts of Canada in accordance with such 
national objectives as bringing Canadian broadcasting services to 
every Canadian community; developing Canadian production, talent and 
cultures controlling distribution of U.S. programming in a manner 
Supportive of Canadian objectives; improving voice and business 
communications to remote regions; and ensuring that our prime orbital 


positions in space are maintuined und utilized. 
It is economical 
SO DOME Cat 


@ avoids duplication of facilities 

@ optimizes the use of satellite and terrestrial facilities 
e system can grow as it carns 

@ avoids duplication of technical expertise 

@® easy access to research and development 

@e allows national Sc eeN ARTY E hoes facilities 


@ billing capability provides future flexibility for program 


charging 


It provides the best service 


® guaranteed quality of delivered signals 

@® concentrates responsibility for quality at one interface DOLnt 
@ system backup in case of channel failure 

e facilitates introduction of new services 


® encourages use of new satellite technology which will help 


improve service to the North. 


LU is readily available 


@ universal early availability through existing facilities 


@e early implementation forestalls incursion of non-Canadian 


interests 


e earth station facilities easily expanded 


et provides Canadian ownership 


e TCTS members and TeleSat are Canadian controlled 


e involvement in delivery system encourages domestic research 


and development 


@ aids Canadian space, electronics, and telecommunications 


industries 


It meets government objectives 


e rate flexibility concepts equalize cost 
@ improves access for all Canadians because of satellite use 


@e choice and quality of television service equalized in urban, 


and remote communities 


It will stimulate Canadian program production 


® access to large audience 
® access to Spec..alized interest groups 
e leverage effect of revenue splitting formula 


@® potential fcr international trade of programs 
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M. Guy Lefebvre 
Secrétaire géneral 
~ Conseil dela radiodiffusion et des télécommunications canadiennes 


Veuillez trouver ci-joints les commentaires préparés conjointement par le Réseau téléphonique 
trans-canadien et Télésat Canada au sujet de l'introduction de la télévision A péage au Canada. 

Le service de télévision a péage fourni par un réseau intégrant le satellite et les moyens ter- 
restres assurera 4 tous les Canadiens un trés bon service 4 un cott inférieur 4 celui de systémes 
utilisant uniquement soit les satellites, soit les moyens terrestres. 


L'introduction de la télévision 4 péage et de tous les services qui en décou.eraient dans l'avenir 
ne nécessitent pas le développement d'un nouveau systéme de livraison. Au contraire, les 
Canadiens ont le privilége d'avoir 4 leur disposition un des réseaux de télécommunications 

des plus modernes et avancés. I est actuellement disponible pour assurer la transmission 
instantanée de la télévision 4 péage. 


Nous proposons donc que le sj stéme de satellite canadien intégré au Réseau téléphonique trans- 
canadien soit utilisé pour transmettre la télévision 4 péage 4 partir du point de programmation 
— jusqu'aux distributeurs locaux de chaque communauté. Ce systéme intégré permetrait aussi 
l'expansion des réseaux anglais, francais et service du Nord de Radio-Canada, du second 
réseau anglais (CTV), de la couverture des programmes produits par les radiodiffuseurs 
indépendants, de la cablodistribution, de la télévision éducative, et d'autres services qui 
serviraient 4 améliorer la qualité de la vie, surtout dans les régions les plus éloignées du 


pays. 


La télévision 4 péage pourrait bien avoir des effets sur l'expansion des services de télécom- 
munications de base aux régions éloignées et aux demandes imposées sur la capacité du 
réseau. Conséquemment, l'ailocation du capital et du développement futur de réseau de 
communications en sera affectée. 


Soyez assurés que nous so.nmes disposés 4 travailler en collaboration étroite avec le CRTC 
et tout autre organisme en vue de perfectionner un systéme qui servira les intéréts canadiens 
aujourd'hui et demain. 


- —- 
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E.D. Thompson D.A. Golden 
Président Présideut 
trans-canadien Télésat Canada 


Le présent mémoire a été préparé par le 
Réseau téléphonique transcanadien (RTT) 
et par Télésat Canada. Croyant que 
l'avénement de la télévision 43 péage 
est 4 la fois inévitable et désirable, 
ces sociétés proposent la mise en 
oeuvre d'un réseau de transmission des 
émissions de télévision 4a péage. 
Etablie dans le cadre d'une structure 
appropriée qui assurerait la 
réglementation nécessaire des trois 
grands secteurs (programmation, 
transmission et distribution locale), 
la télévision @ péage peut devenir un 
facteur positif du dévelopement 


économique, social et culturel du pays. 


Télésat, le RTT et les scciétés membres 
du RTT forment 1l'unique groupe qui peut 
assurer la souplesse nécessaire pour la 
transmission des 6missions aux échelons 


national, régional et local. 


Ces sociétés ont fait et font encore 
leurs preuves en assurant des services 
de télécommunications dans tout le 
Canada 4 prix raisonnable pour toutes 
les collectivités, peu importe 
l'emplacement géographique et le niveau 
de dévelopement économique de 
celles-ci. 


Dans le présent mémoire le RTY et 
Télésat y expriment leur désir 
d'entreprendre la mise en oeuvre du 
réseau de transmission de la télévision 
a péage en étroite collaboration avec 
les organismes qui représentent les 


autres secteurs principaux. 


APERCU 
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s’ apparition de la télévision 4 p&éage au Canada semble inévitable. Le 
Service existe déja aA petite G6chelle dans certuines régions et de 
nombreux organismes se préparent en vue de 1l'introduction du service &a 
WH l'échelle du pays. Parall@lement, divers groupes d'intéréts ont tenté 
de s'imposer comme étant logiquement les seuls 3 POUVOIYT ST OLtrir ie 


service. 


De tout cela, il tessort clairement que le service de télévision &a 
péage est plus que la simple fourniture d'un autre canal de télévision 
pour le divertissement des Canadiens. De fait, la production, la 
transmission et la distribution d'émissions de télévision 3 péage 
pourraient jouer un réle important dans le développement futur de tout 
le réseau canadien ‘ie télécommunications et de radiodiffusion. La 
“ransmission 4 elle seule influera sur le développement des satellites 
-~t sur l'extension des services de télécommunications aux régions 
Gloignées et posera méme le probl@me du choix entre l'empiétement 
accentu€é de la culture américaine et l'encouragement des talents 


Canadiens. 


Le RTT et Télésat ont tenu compte de l'importance de l'incidence de la 
télévision a4 péage sur les nombreux aspects de la vie des Canadiens 
Borsqu’ils ont ‘congcu Je réseau projeté, La définition du réseau 
repose sur les hypoth@éses fondamentales suivantes qui répondent aux 


préoccupations du gouvernement: 


@ la télévision @&4 péage doit étre un facteur positif de l'essor 
des compétences canadiennes en _ production d'émissions, de 


l'industrie et de la culture canadienne; 


@ le service de télévision 4 péage et tous les autres avantages 
en matiére de télécommunications qui en résulteront doivent 


6tre accessibles 4 tous les Canadiens &4 un prix Equitable; 


- 


e...la-tGlévision-~a-péage~ne™pourra’ Etre introduite, aulepays que 
dans le cacre d'un réseau national car la délivrance de 
licences d'exploitation &@ de nombreux petits groupes rendrait 
difficile toute réglementation et conduirait >robablement 3 une 


mainmise @6trangére sur le service. 


Les autres hypothé6ses, COUL aussl fondamentales, sont données 


Gi-dessous. 


e kes grands centres de population doivent faire partie du réseau 
adés le début de sorte qu'il soit possible de tirer du service 
des revenus suffisantS ~“qui™ permettront dew desservin les 


cOllectivites petites eureloigneces: 


e Le service. .de,, télévision, aspeéagesdoitletre! introduited 'abord 
dans les grands centres. L'extension consccutive du service au 
collectivitcs plus petitesssé jfera enssfoner1 onskdaelanpare da 


revenuS qui Sera versGe aux entreprises de,itransmussuon. 


@e7bien) qual Jouiilisse etre Un, 2jour*eGtre: otfert “Sur la “base oun 
tarif par Gmission, 1lé service dé télévision “a epeage sera 
initialement vendu par abonnement mensuel. Cela permettra de 
plus de donner 1a chance aux producteurs de filmsS Canadiens de 


- 


Senieweer ling vaste audi towive: 


e ‘Le réseau doit Gire cong¢u “dés aujourd) nine Ge meome: cm iintes ieee 
necessiter de restructuration importante dw reseau = cansatemece 


PO Lacommuln weak rons. 


e Le. distribution, des»s.Cmissiens® dégtholevision atpeagespeutrvet 
devrait SC faire au moyen du reseau canadien de 
télccommunications Qui gaG@xistessdeqasigdans acedecantestas ba 


planification ect la mise én oeuvre de “la partie dusreseau ice 
hioansmysis 1 Gn \avecenstrulre"serart Confices A Telesat et au RET. 
inyy Cunadaioiproeftterait’ arors "a"Economicecs d'Géchelle dans ve 
domaine des services de télécommunications et le réseau 
assureralt la diversité des sources diémissions ef Ja souplesse 
de la distribution des 6missions da télévision 4 péage et des 


emissions cadblodiffuséGes. 


Deo RAP ELON DU. Ries) AU 


a 8 ers Ya ee enema sean nin pemen-ndepeencesscacas rai npemcnionineAeanee eile co Sass i 


L'établissement du réseau de télévision 3a péeage*comporte; "Selon le RPT 
er it Besar pe ere Ve ec lénenes (orindi pauxie “Le PreMmuer test’ “Va cencatign 
a une of “Shusteéurs “agénges, AiG) programnationmsdont’ bearéye Sern tecde 
PpLroduire;. chores) "i ournireet. scommander<des émissions, d'en Gtablir 
tes horaires devsdiffisuion ct ade promouvoir Ja télévisioms péaye. le 
Ces eno CSt las Creaticu.d' un, roseau. nationa luce transmission par 
Petit i eatin vues, installati cis, » uucdel' lt. et. dle De Lesgates detrei Si cme 
Seely Dane i Licences db oxploitation 23. .des Oryanismes yul 


fest Omaient lawlistrebution locale des Gmissious, 


L' Agence de programmation 


Peet GuC SocietLCs expLlLoirtantes cde téléconmunications, sbee RYT tot 
Telesat se. préoccup ont .des,moyens de transmission phutoticdue sdd J i ha 
forme Ow wu sconteny docs messages. ell faut Gependant sowligner Daofape 
eue via mise en. oeuvre d'un, rGseau.de .téhLéviSron. a peace, sre) civ SVE 
pore, (in luerag cn mavson mene, ich importangende al inhei genoemau pays 
ewan peleowrys1on A neages Usursla.capacitearades -societes exp] Git antes Uaic 
POAT yi 1 i Pas -yamne” complete dues SOQRnVIiGOS Oy 6 | Go oiuinG mike & teikemiss 


Cesc te 1 Soa = ha Crear ssaneersoitcnne da canada. 


SSA Sins s VUurprosentemamei Gpenousdavons pris CMP mcs que 
POS “cXperhsS sun, porogranmataon, etesens productivun © dlémissions 
Sweet Teron elo CWI I holy sCegguisydqtradt) dovlederéatdonsel ane 


MuORECE GS programmat lon. 


@ Vout probablement, “un consortium sera cré€ cui reylroupera des 
padwod: HEVGCUISS Ptdeés” Sap1ls6rtantsS” *wWh Carlee ues aYeNces 
SOUVCT Meme ntales  atlisr auc Pes “reévproesentants “dc “Y"indust Fie 


cimematoyraphique Gt du public en- général. 


@ La création d'une Agence de proyrammation suppose implicitement 
qu'une partie des revenus du service serait consacrée 3 
financer "des Gmissions canadiennes de qualité qui plairaient 3 


l”"auditoire canadiem'. 


@ En assurant les organismes de production nationaux d'une partie 
des; revenus de Ya télévision’ a péage, on permettrait & ces 
derniers de diversifier leurs ressources financi@res et cela 
aurait’ uni effet! d"en'trainement” Gui (Se tradutrait par — des 


revenus futurs plus considérables. 


Le réseau de transmission national 


Le réseau de télécommunications qu'ont construit le RTT et Télésat est 
un excellent moyen d'acheminer la voix et des services de données et 
de télévision. Enunifvant’ les installations terrestres ‘et a 
satellite, on rendra le réseau encore plus sensible aux besoins des 
Canadiens. Cette Uuntivcatioen permettra = 1" enploiy "optimal des 
installations ,spatiales et terrestres et “rendra de plus pessipleydens 
un -. proche »avenir' le ‘développement dune” nouvelle “Generations 
Satellites, de)! grande’ capacrtee. “WN “lTaidevde ces ressources leur tne 
Télésat’ pourrvont:! fournir d@és W977 wun service se | transmi set yee 
utilisation partayGc qui permettra de conmencer et de poursuivre le 


service de télévision 4a péage. 


Les deux sociétés exploitantes, aprés avolr unifié leurs réseaux 
terrestres et &@ satellite, agiraient 4 titre de distributeur au non de 
l'Agence de programmation. Llles auraient la responsabilité de 
distribuer aux  exploitants, »locauxssde, gla, télevisgonmeamepodce mm iad 
aémissions de l'Agence de programmation; la distribution se ferait aux 
points , de (ryuception yprcalablement déterninés ét selon) Weswencraines 
CLab les Cutto.. approche yest, sensible alla reg tementa cic inne Gamctls 
besoins du marché, mais réduit au minimum pour toutes les parties les 


risques financiers ainsi que les dGboursés. 


Le centre principal de programmation, qu'il ne faut pas 
confondre avec les centres de _ production d'émissions, serait 
situé prés d'une station terrienne existante. Des 
installations terrestres & micro-ondes relieraient ce centre a 
la station terr.enne, d'oi les émissions seraient transmises 
par satellite vers des stations tterriennes de réception dans 


tout le Canada. 


Les installations de commutation et de mise en mémoire 
pourralent @6tre  Gtablie & la station “terrienne. 11 serait 
alors possible, une fois une émission transmise par le réseau, 
de planifier, conformément aux horaires établis par l'Agence de 
programmation, la retransmission de cette émission afin de 
tenir compte des décalages horaires ou afin de la représenter 


au méme auditoire. 


Il sera possible, depuis les derniers mois de 1977 jusqu'au 
début de 1O805 d-exploitermpuns. reseati\ PaeUsatel 1a te de 


distribution @ deux canaux dans les bandes de 6/4 GHz 4 l'aide 


de techniques et d'appareils qui sont dejaPau point. 


Les limites imposées par l'emploi de deux canaux seulement et 
es y.Ghioix: irestreint.. des emplacements de stations terriennes 


d'émission et de réception n'auraient pas d'effets défavorables 


au cours des premiéres années car le trafic sera faible. En 
raison de l'impulsion donnée &4 la_ production nationale 


d'émissions, des changements des tendances de la demande et du 
trafic qui aura augmenté, ces limites deviendront génantes vers 
lerdébut de 1980; \ ilefaudra. alors avoir mis®en place un réseau 
de distribution dans les bandes de 47 1 240GHZ ‘quivutilisera de 
nouveaux satellites. Ce réseau offrira les avantages 


Gi-dessous. 


Elimination des problémes de brouillage 4 la réception et 
transmission, ce qui permettra d'‘'installer les stations 
terriennes en plein centre des villes et donc de réaliser 
des 6conomies puisque les relais @a micro-ondes' entre les 
villes et les stations terriennes 6loignées ne _ seront plus 


nécessaires. 


Les stations terriennes pourront é6tre installées dans les 
centres de commutation téléphonique situés dans le centre 
des villes. Les appareils de réception seront bien protégés 
contre le milieu, seront alimentés de fagon stable et seront 
d'accés facile; de plus, les pertes de transmission seront 
réduites au minimum. I1 sera également possible d'utiliser 


le satellite pour d'autres services de télécommunications. 


Le service de télévision 4 péage pourra @6tre offert aux 
collectivités voisines des villes au moyen de réseaux 
terrestres 4 micro-ondes ou @ cables coaxiaux qu'exploite 


GejaclesRtT, 


Il sera possible de réaliser i'unification maximale des 
installations a satellite et du réseau établi de 
radiodiffusion télévisée dans les centres d'exploitation de 
télévision des sociétés exploitantes, ce qui permettra une 


souplesse totale. 


Toutes les @missions produites partout au Canada pourront 
6tre transmises par satellite 4 1'Agence de programmation 
qui pourra alors les approuver et &6tablir les horaires de 


distribution. 


Des emplacements de réception supplémentaires pourront étre 
établis rapidement et efficacement par la Simple 


installation de stations terriennes supplémentaires. 


Les frais de premier établissement d'un tel réseau sont 
considérablement é@levés; aucun autre réseau de distribution 
ne peut. cependant offrir~ la’ méme .rentabilité,..la,,-méme 


souplesse et la méme fiabilité. 
6 Distribution locale 


La distribution au public des 6missions de télévision 4 péage pourrait 
6tre assurée par des radiodiffuseurs ou des exploitants du c4ble 


locaux. 


@ L'unification du réseau de télévision aA péage et du réseau du 
RTT permettrait la demande directe d'émissions ainsi que 


1'établissement, un jour, d'un syst@me de paiement instantané. 


e L'établissement d'un syst@me de choix d'émissions et de 
facturation reposant sur l'emploi du réseau téléphonique 
€liminerait la nécessité pour l'auditeur de communiquer 
verbalement son choix d'émissions. L'abonné pourrait débloquer 
le canal de télévision a péage et donner,.alors, les 
renseignements nécessaires a la FACtUra ELON. Ces 
renseignements seraient recueillis la nuit par un systéme 
informatisé de saisie des données fonctionnant & la grandeur du 
réseau téléphonique local. Des systémes servant a la 
cueillette de données semblables (consommation de gaz, d'eau, 


™ 


etc.) ont déja été mis 4 l'essai. 


@ L'Agence de programmation pourrait facturer les agences de 


distribution locales pour les émissions recues. 


e En raison de le participation totale des grands centres de 
population au réseau du RTT et de Télésat, il serait possible 

— d'établir une structure .tarifaire qui» assurerait des prix 
Gquitables pour la population des centres urbains et les 
collectivités Gloignées. Cela pourrait permettre d'accélérer 
l'expansion des installations de radiodiffusion dans les 
collectivités petites ou Gloignées et pourrait @tre un 
mécanisme important de subvention qui assurerait & tous les 


Canadiens un acc3s 6égal au service. 


L'AVENIR 


2 réseau proposé per le RTT et Télésat permettra la naissance d'une 
“foule d'applications et imprimera une impulsion 4 des développements 
technologiques. La distribution des émissions se fera par des moyens 
plus complexes de capacité et souplesse plus grandes, ce qui permettra {> 
la production d'émissions et la fourniture de services destinés 4 des 
auditoires minoritaires, a des groupes partageant des intéréts 
particuliers et a des groupes de personnes ayant les mémes_ gotits. 
Certaines des applications futures que permettrait de réaliser un 


réseau unifié sont données ¢gi-dessous. 


@® Radiodiffusion des débats de la Chambre des communes 
La radiodiffusion en direct et en permanence des débats 
serait Gconomiquement réalisable au moyen d'un réseau unifié 


a satellites de grande capacité. 


6 Affaires publiques provinciales 
Le réseau permettrait 1'échange entre les provinces 
d'émissions portant sur des questions provinciales: débats 
législatifs, affaires publiques, événements sportifs et 


culturels. 


e STAC 
Un réseau unifié permettrait aux cablodiffuseurs de tout le 
pays d'augmenter et d'améliorer leurs services. Il serait 
le moyen idéal d'éliminer les probl&@mes relatifs A la 
distribution des €6missions américaines et de réduire le 
nombre de points de réception en direct en fournissant aux 
cablodiffuseurs les é6missions américaines @& partir d'un 


nombre limité de points d'accé@s. 


= e Journal électronique 

Le journal s2rait initialement offert par abonnement = au 
moyen d'un canal complet de télévision, comme c'est le cas 
des bulletins de nouvelles et de métorologie cablodiffusés. 
Ilan pourrait): étre’ un jour “acheté “page par page. Des 
émissions spécialisées, destinées 4a divers publics, 
permettraient la présentation de films d'archives et de 
matériel de formation. 


‘ « 


Emissions @éducatives 


Des séries d'émissions €ducatives portant sur divers sujets 
pourraient 6tre radiodiffusées et unifiées avec d'autres 
programmes @ducatifs et avec les cours offerts par les 


services d'é6éducation populaire des maisons d'enseignement. 


Téléconférences 


Le réseau unifié serait le moyen idéal d'assurer divers 
services de téléconférences interactives. Plut6t que de se 
déplacer, les Canadiens pourraient employer la 
téléconférence, ce qui aiderait de fagon appréciable a la 


conservation de l'énergie. 


Télémédecine 


Des communications bi-directionnelles sonores et visuelles 
entre un h6dpital central et des cliniques éloignées 
permettraient l1'établissement de diagnostics rapides dans 
les cas d'urgence, le contréle 4 distance d'appareils de 
soins intensifs, la formation médicale A distance et la mise 
en oeuvre de services paramédicaux dans les’ régions 


éloignées. 


Courrier électroaique 


Le réseau permettrait la transmission rapide et fiable du 
courrier grace a des systémes de commutation évolués que met 
actuellement au point l'industrie des télécommunications. 
Le service permettrait de résoudre de nombreux problémes 


posés par la manipulation physique du courrier. 


Communication pour les services de l'air et de la marine, 
particuliérement ceux au dela du systéme Marisat 


Les navires qui naviguent dans les eaux canadiennes 
pourraient communiquer entre eux et avec un centre de 
contr6le afin d'échanger divers renseignements. I1 serait 
ainsi possible d'établir des services d'exploitation et de 
sécurité fiables: saisie a distance de données obtenues par 
radar, information pour aide 4 la navigation, communications 
d'urgence dans les cas de collision ou de déversement 
accidentel de pétrole, rapports sur la pollution, etc. Des 
services semblables pourraient étre offerts pour aider au 


contr6le de la circulation aérienne. 


@e Cueillette de données 
Le réseau permettrait l'exploitation de petites stations 
terriennes reliées 4a des appareils Capteurs dans les régions 
6loignées afin de recueillir des données de télémesure, par 
exemple des données sur les conditions météorologiques et 
sur l'environnement. Les données seraient ensuite 
retransmise 4 un poste central. Ce poste pourrait traiter oa 
les données en provenance des appareils éloignés et 


acheminer les résultats aux endroits appropriés, 


Tous les exemples susmentionnés montrent 2 quel point un réseau de 
transmission et de télécommunications national peut 6tre souple et 
diversifieé. L'introduction bien planifiée du service de la 
télévision 4 péage peut aider au développement des ressources. en 
télécommunications qui permettront d'offrir partout au Canada une 
gamme variée de services. Il est donc essentiel de créer d&s le 
départ des conditions favorables 4 l'innovation et 4a la croissance et 
ui stimuleront l'établissement de télécommunications efficaces entre 


toutes les parties de notre immense pays. 


Il faut enfin’ noter que le réseau sera progressivement un moyen 
Economique de desservir le Nord et les régions 6loignées au fur et 3 


mesure de l'emploi intensif des satellites. 


aa IMA TRE 


2 Réseau téléphonique transcanadien et Télésat Canada sont en mesure 
ue fournir le meilleur réseau de distribution des 6missions de 
télévision a@ pé€age partout au Canada, en conformité avec divers 
Picctits nationaux: fournir @ toutes les collectivités canadiennes 
les services canadiens de radiodiffusion, développer distribution des 
€émissions américaines afin d'appuyer les objectifs du Canada, 
améliorer les communications vocales et les communications d'affaires 
pour les régions @éloignées, assurer que nos emplacements’ primaires 


d'orbite seront employés et qu'ils nous seront réservés, etc. 


Le réseau est Economique 


@ il permet d'éviter le bouble emploi des installations 


® il permet l'optimisation de l'emploi des installations 


terrestres et a satellite 
@ sa croissance se fera selon les ressources 
@® il permet d'éviter le double emploi des compétences techniques 
@ il facilite l'accés 4 la recherche et au développement 
@ il permet la planification des ressources 4 1'échelle nationale 


@® ses caractéristiques de facturation permettront la facturation 


par émission 


Le réseau permettra le meilleur service possible 


@® Il permet d'assurer la qualité des signaux distribués 
@ il sera plus facile de trancher les questions de responsabilité 
relatives & la qualité puisqu'il n'y aura qu'un seul point de 


jonction 


ri 


@ il permet l'emploi d'installations de secours en cas de panne 


e il permet le cloisonnement des secteurs distribution, 


production et programmation 


® il facilite l'introduction de nouveaux services 


e il encouragera l'emploi de nouvelles techniques de 


- 


télécommunications par satellite qui aiderait 4 1'amélioration 


des services dans le Nord. 
Le service sera facilement établi 
ee EE Si et SBS ae SL eMen eT etait 


@ Le service sera disponible tr@s t6t grace aux installations 


existantes 


@® l'tintroduction hative du service rendra difficile la mainmise 


étrangére 


@e les installations de station terrienne se modifient facilement 


Le réseau sera la propriété de Canadiens 


e les membres du RTT et Télésat appartiennent déj4 a des intéréts 


canadiens 


@ sa mise en oeuvre stimulera la recherche et le developpement au 
pays 
e il aidera a l'essor des industries spatiale, électronique et 


des télécommunications 


Le réseau est conforme aux objectifs du gouvernement 


@ la souplesse de la tarification permet le nivellenent des cofits 


e meilleur accés aux services pour tous les Canadiens grace 4 


l'emploi de satellites 


@e le réseau permet d'offrir le méme choix et la méme qualité 


d'émissions aux collectivités urbaines, rurales et éloignées. 


Le réseau stimulera l'industrie canadienne de production d'émissions 


@ le réseau favorisera la haute qualité de la teneur des 
émissions 
9 e® les 6émissions se.ront accessibles 4 un vaste auditoire 
@® le réseau permettra de desservir des groupes qui partagent des 
intéréts particuliers 
e le réseau aura un effet catalyseur sur. la formule de partage 
des revenus 


@e le réseau permettra éventuellement le commerce international 


des @émissions de télévision 4 péage. 
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EBATRAITS: DUO DISCOURS DE 
L'HONORABLE JEANNE SAUVE 
MINISTRE DES COMMUNICATIONS 


ASSOCIATION CANADIENNE DE LA CABLOVISION 
TORONTO, LE 2 JUIN 1976 


Dans une allocution prononcée le 2 juin 1976 4 titre 
de ministre des Communications, l'honorable Jeanne Sauvé sou- 
lignait que la réglementation constante du fédéral en matiére 
de rafiodiffusion, y compris ce qui a trait A la Télévision 3 
Péage, constitue un facteur crucial visant a l'application 
d'une politique cohérente et bien ordonnée au prefit de la 


nation toute entiére, 


Le ministre a reconnu par la méme circonstance que la 
tache de tirer le meilleur parti possible de la Télévision i 
Péage constitue un Cc6éfi de taille, en ienant compte de trois 
grands obiectifs, 4 savoir: 


1. “La stricture choisie devra nous permettre de four- 
nir ne gamme d'émissions qui ne soit pas une sim- 
ple réplique de la programmation actuellement of- 
ferte par les radiodiffuseurs. Et cela devra se 
faire sans qu'il y ait détournement des émissions 
du systéme de radiodiffusion au profit de la Télé- 
vision 4 Péage. 


2. “Cette structure devra favoriser la production d'é- 
_ Missions canadiennes de haute qualité, susceptibles 
d'intéresser les Canadiens. 


3. "Elle devra faire en sorte que soient produites au 
Canada des €émissions destinées au marché inter- 
national.” 


"...La troisiéme solution serait d'établir un réseau dis- 
tinct de Télévision 4 Péage dont la propriété et le fonctionnement 
€chapperaient aux radiodiffuseurs et aux cablodiffuseurs déja en 
place. Cette formule aurait l'avantage de diminuer les conflits 
entre les industries de la radiodiffusion et de la cablodiffusion." 


"Un réseau de Télévision & Péage du genre discuté pourrait 
offrir des avantages précis pour chaque composante de l'industrie, 
et il nous fournirait l'occasion de créer de toute piéce cette agence 
de distribution canadienne qui nous fait si cruellement défaut A l'heu- 
re actuelle. Compte tenu des faiblesses actuelles de l'industrie cana- 
dienne de la production et du besoin 6évident de ncus doter d@'un or- 
ganisme fort pour promouvoir la réalisation, la présentation et la 
vente d'émissions canadiennes, nous reconnaitrons EOUSH EI C=CLODS - que 
la naissance d'une agence de distribution canadienne serait un net 
progrés pour le pays. lLa notion du réseau de Télévision 4 Péage me 
semble donc particuliérement intéressante, et j'aimerais bien con- 
naitre votre opinion 14 dessus." 
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Le fTCrOodcuction 


A. Ce quest VartTélevirsion a, Peace 
La Télévision ad Péage est un moyen électronique 


en vertu duquel un abonné peut regarder certains longs~ 


métrages et des événements spéciaux en exclusivité sur 
son petit 6cran, en retour du versement d'un montant 
précis versé chaque mois ou tous les deux mois. 

On doit comprendre que ce mode de télévision n'est 
pas le prolongement de la programmation ordinzire de 
TV, mais plutdt une extension de la distribution ciné- 
matographique de films et d'événements spéciaux. His- 
toriquement, ce mode de divertissement offrira, par 
exeniple, des télémissions sportives ainsi que des con- 
certs. Mais la Télévision 4 Péage ne s'intéresse pas 
aux séries télévisées, aux émissions de variété et aux 
lignes ouvertes, qu'elle laisse aux radiodiffuseurs 
ordinaires. 

Un réseau de Télévision 4 Péage constituerait un 
noyau central qui verrait 4 coordonner l'achat de films, 
l‘installation d'équipement technique, la gestion et 
la perception des revenus, la vente du produit au 
grand public, de méme que la préparation et 1'achemine- 


= ° 


ment de programmes spéciaux. 


‘res Tene ee 


content ét Marketing 

Vu que l‘abonnement 4 la Télévision 4 Péage 
accessible au public prévoit un versement mensuel ou 
a tous les deux mois, il faut une mise en marché con- 
tinue du produit. On se doit de fournir au public 
spectateur une marchandise commercialement rentable. 
Pour attcindre un tel objectif, il faut CW dae oat 
eu, au préalable, présentation Gans les cinémas dau 
pays. Par ailleurs, il est indispensable gue le 
présentation de tout événement spécial puisse vraiment 
attirer un auditcire. Tout abonné en puissance sera 
attiré par une programmation attrayante, qui incluera 
des films dont i] a entendu parler, plutédt que des réa- 
lisations qu'il ne connait pas @u tout. Conséquemment, 
j1 faut s'assurer au départ que tout diffuseur dispose 
pour les téiéspectateurs d'un produit qui se “vend", 
bien assurément. Toute mise en marché du début doit con- 
porter des films d'un attrait positif pour le grand pu 
blic. Cette affirmation est reconnue, de fait, par le 
C.R.T.C., qui précise ainsi sa position: 

D'autre part, le Conseil reconnait que; parce 

que la Télévision 4 Péage est encore récente, 

il faut donc mettre de l'avant de nouvelles 

idées, se livrer 4 des expériences inédites. 


Et, dans ce contexte, tout au moins aux débuts 
de la Télévision & Péage, il se pourrait qu'on 


ae fants ey Yemen’ 


doive utiliser du-matGériel d'origine Girangére 

pour assurer ‘sony succes.s. 1) est eviucnt ou ul 

G€quilibre doit Gtre Gtabli clairement entre 

J‘utilisation de matiére canadienne et calle 

venant cde 1'étranger, et aussi tenir compte de 

l'allocation de devises 4 des fins d'achat et 

de production. 

Tout réseau de Télévision 4 Péage devrait aussi 
prévoir la présentation de certains "événements spé- 
Ciaux", qui craitent d'ordinaire de sport et de 
concerts. Dans un tel contexte,, uni meseau dete le 
vision a Péage domestique pourrait offrir des pro- 
grammes spéciaux G@ saveur canadienne. La diffusion 
en ondes de projrammes spéciaux canadiens (tels du 
ballet, des concerts “rock", ainsi que des compé- 
titions sportives non télédiffusées normalement) est 
d'enregistrement facile et elle fournirait au réseau 
un contenu canadien instantané... En outre, il veners- 
sulterait une importance nationale pour des événements 
de caractére régi3onal. aij départ. 

C. Télévision &@ Péage: Méthode de Diffusion 

Aux Etats-Unis, la Télévision 4 Péage a 6té apportée 
a domicile par le truchement de cables reliés aux abon- 
nés. Pour l'instant, ABP ne préconise pas la moindre 
préférence en matiére d'acheminement de la part d'un 
réscau a péage. Cependant, on a &tabli, & partir de 


données gouvernementales, que 2,700,000 foyers cana- 


diens sont reliés &@ la cablovision de TV. 11 semble 


donc que les sociétés-de distribution du genre soient 
aptes a assurer la diffusion de la Télévision 4 Péage 
a méme leurs lignes. Elles disposent aussi ue listes 
d'abonnés et peuvent conséquemment offrir le produit 

a une clientéle déja existante. 


Tis L'Entreprise Privée, Astral Bellevue 
Pathé LtGe et la Télévision a4 Péaqe 


Astral Bellevue Pathé Ltée croit fermement a‘ 
principe et 4 l'esprit d'initiative de 1'entreprise 
privée a la mise sur pied et 4 la gestion d'un réseau 
de Télévision 4 Péage. Nous croyons que i1'organisme 
d‘Etat approprié doit é6tablir dés le début des normes 
de fonctionnement qui respectent le principe de la libre 
concurrence. Le dit organisme s'assurera du respect de 
ses directives par tous et en toutes circonstances, 
alors que le fonctionnement de tout réseau de Télévision 
a Péage sera entre les mains du secteur privé. En tant 
gue société en plein essor, connaissant un succés fi- 
nancier manifeste, Astral Bellevue Pathé Ltée a la con- 
viction d'étre admirablement qualifiée pour participer 
au lancement et 4 l'exploitation d'un réseau de Télé- 
vision a Péage. 

A, gAsStha Ime lievucePathésr ltée 

Astral Bellevue Pathé Ltée, dont le sigle est ABP, 


est une société appartenant 4 des intéréts canadiens 


et dont les actions sont offertes publiquement. 


Elles ont cours a la Bourse de Montréal. Le siége 
social de ABP est a4 Toronto, avec siége administratif 
a Montréal. ABP posséde des filiales Aa Winnipeg, 
Calgary, Saint-Jean (N.B.) et Vancouver, ainsi que 
des bureaux 4 Montréal et 4 Toronto. 

Dés ses débuts, ABP s'est fait un apdtre du bilin- 
guisme dans l'activité quotidienne, s'intéressant tout 
aussi bien au marché francophone yue anglophone dans 
chacune de ses divisions. 

Au cours de la derniére année financiGére, ABP a fait 
un chiffre d'affaire brut de $24 millions. La crois- 
sance ininterrompue de la société pendant les onze 
derniéres années atteste hautement de sa viabilité 
financiGre. Une copie du plus récent bilan annuel est 
attachée ci-aprés, a titre d'exhibit A. Le bilan annuel 
fait état des faits suivants: 

1. Traitement des films et laboratoires de son 

ABP est propriétaire de l'un des plus vastes labo- 
ratoires de traitement de films du Canada, situés & 
Montréal et Toronto. De ce fait, ABP a 6t6é en contact 
avec tout réalisateur cinématographique d'importance 
d'expression frangaise et anglaise au Canada. ABP est 
également propriétaire d'un service de doublage ot des 
versions anglaises sont traduites au francais et vice 


versa. 


2. Films de Cinéma 

ABP posséde et exploite Astral Films Limitée, 
société autonome de distribution de films et appar- 
tenant 4 des intéréts canadiens. Son existence date 
d'un demi-siécle au cours duquel elle a diffusé plus 
de 750 productions cinématographiques au Canada. Astral 
Films est la plus ancienne entreprise autonome du genre 
au Canada. Elle a mis en circulacion entre autres réa- 
lisations canadiennes, "THE APPRENTICESHIP OF DUDDY 
KRAVITZ", “RECOMMENDATION FOR MERCY", "LIES MY FATHER 
TOLD ME", "ANOTHER SMITH FOR PARADISE", "PARTNERS", 
“BREAKING POINI" et "THE LITTLE GIRL WHO LIVES DOWN 
THE LANE", 

Son personnel a fait l'acquisition de films 4 tra- 
vers le monde pour fins de diffusion canadienne et il 
a vendu 4 1'étranger des longs-métrages de facture do- 
mestiques. Il est en rapport constant avec les princi- 
pales sociétés de production et de distribution de 
l'univers. 

3. Programmation de Télévision 

ABP posséde et exploite Astral Télévision Films Ltée, 
une société dont le but est la diffusion de longs-métra- 


ges et de films 4 @épisodes aux stations de télévision A 


travers le Canada. Grace 4 Astral Télévision Films Ltée, 


ABP est parfaitement consciente des exigences et des 
propensions des postes émetteurs et des téléspectateurs. 
Son personnel connait 6galement les secrets de la pré- 
sentation 4, la télévision “gqretuites..des longs-métrages 
apprcoriés. 

4. Production de Longs-Métrages 

Par le truchement de sa filiale, les Industries ICL 
Ltée, et aussi par l'intermédiaiic d'autres divisions 
lui appartenan’: et qu'elle gére, ABP a réalisé seule, en 
co-production et pour le compte d'autrui, plus de sept 
longs-métrages canadiens tournés au pays. Les Industries 
ICL, a @té en. mesure, d’aider des, co-producteurs Auréali— 
ser leurs oeuvres a travers le Canada. De plus, sous 
d'autres formes, cette société a participé 4 plus d'une 
quarantaine de films dans les deux langues officielles. 
(Voir JL exhibite B). 

Et ce n'est pas tout; ABP en agissant comme super- 
viseur de réalisation de films canadiens d'une valeur 
dépassant $20 millions a, en quelque sorte, &té généra- 
teur d'emplois pour au dela de 500 techniciens et de 
quelque 100 interprétes. Le revenu brut de ces films 
diffusés univerrellement a dépassé les $20 millions, 
aprés avoir &té vus par des cinéphiles dans plus de 


40 pays. 


Des accords commerciaux lient ABP 4 la plupart des 
principaux distributeurs de films américains. 


"THE LITTLE GIRL WHO LIVES DOWN THE LANE" est une co- 


production franco-canadienne de ABP qui prévoit maintenant 


la co-réalisation prochaine d'un long-métrage entre des 
intéréts canadiens et anglais, sous son égide. 

ABP a pu financer des films gu'elle a réalisés de 
fagon autonome, en co-gestion ou = titre d'administra- 
trice en utilisant des capitaux de provenance étrangére. 
Elle a aussi obtenu des capitaux de sources financiéres 
anglaises, frangaises et américaines, ainsi que d'inté- 
réts privés en provenance des Etats-Unis. Ainsi, 1l'ob- 
tention de sommes 4 1l'extérieur du Canada a permis la 
réalisation de films ayant une excellente chance de 
connaitre le succés sur les marchés internationaux. 

Par exemple, "TUE LITTLE GIRL WHO LIVES DOWN THE LANE" 
sera diffusé par tous les principaux marchés cinémato- 
graphiques de l'univers. 

B. ABP et la Proqrammation-TV 

ABP estime que les longs-métrages constitueront 
une tranche importante des produits offerts aux abonnés 
de la Télévision A péage, au méme titre gue les program- 
mes d'événements spéciaux. 

Il est assuré que le public refusera d'acquitter un 
abonnement pour toute réalisation qui ne l'intéresse pas. 


Conséquemment, la qualité dite commerciale (ou de stimu- 


lation) doit faire partie intégrante d'un réseau de 
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diffusion a péage. Les deux éléments essentiels 4a la 
programmation sont couverts ci-aprés. 


III. Programmation de Réseau de 
TélGyision a -Preage 


A.  Longs-Métrages Commerciaux 

Il est connu de tous que les longs-métrages cinéma- 
tographiques sont financés soit par les principaux stu- 
dios de cinéma, soit par les réalisateurs indépendants. 
Pour les fins de ce mémoire, notre souci primordial n'a 
nullement trait a4 la capitalisation de la part des 
grands studios vu qu'il est rare gue de tels films 
puissent 6tre qualifiés d'authentiques longs-métrages 
canadiens. Au moment oti sont rédigées ces lignes, il 
existe a4 travers le monde certaines concessions fis- 
cales de nature 4 stimuler les investissements de 
particuliers dans le cinéma. La réglementation d'Etat 
est en voie de modifications constantes aux divers 
paliers, mais on peut assurer que les placements par- 
ticuliers dans l'industrie cinématographique consti- 
tuent un facteur déterminant de réalisations pour 
1'écran, peu importe l'‘aspect fiscal. 

ABP coordonnait récemment la capitalisation d'un 
certain nombre de longs-métrages qui avaient comme 
sources financiéGres des capitaux étrangers, des mises 


de fonds de sociétés de diffusion et des capitaux 


10. 


privés canadiens, de méme qu'un apport financier 
de la Société canadienne pour le développement de 
l'industrie cinématographique canadienne (SDICC’\. 
De plus, ABP a obtenu des avances contre ces pro- 
ductions de la part de distributeurs 4 travers le 
monde. 

En faisant appel @ une capitalisation de nature 
internationale, on assure ainsi le gouvernement cana- 
dien des possibilités de rentabilité universelle. kLa 
bonne volonté du gouvernement d'Ottawa sur ce point 
se manifeste du fait que des accords de co-production 
sont intervenus avec la Grande-Bretagne, la France et 
beltdlie. 

B. Programaation "“Evénements Spéciaux" 

A l'heure actuelle, plusieurs événements spéciaux 
canadiens ne sont pas télédiffusés par les réseaux, ce 
qui prive l'ensemble du marché global domestique. ABP 
est persuadée qu'il existe un marché ferme pour la 
présentation d'une foule d'activités spéciales cana- 
diennes comme des concerts, des spectacles de ballet, 
ainsi que des rencontres sportives canadiennes et &- 
trangéres. La présentation sur les ondes de la Télé- 
vision & Péage de telles télémissions ajouterait au 
cachet d'identié canadienne et de culture nationale 


dans toutes les régions du pays. 


ui 


Egalement, yrace & la Télévision a4 Péage, diffu- 
Sant sur un réseau national a4 l'éGéchelle du Canada 
tout entier, il serait possible de présenter le célébre 
Stampede de Calgary, le Festival Shaw, la saison théa- 
trale de Stratford (Ontario), le Festival de, country 
music" des provinces atlantiques et la troupe de ballet 
de Winnipeg, qui se prétent tous 4 une programmation 
d'envergure véritablement canadieniue. Le versement 
de sommes aux producteurs de ces 6événements spéciaux 
assurerait la viabilité financiére de leurs oeuvres et 
contribuerait également 4 rehausser la fierté cultu- 
relle de la nation entié6re. Rappelons que le gouverne- 
ment fédéral consacre de forts montants sous forme 
d'octrois versés a4 certains réalisateurs de longs- 
métrages comnerciaux et d'événements spéciaux. 


IV. Comment ABP Congoit le Fonctionnement 
d'un Réseau de Télévision 4 Péage 


ABP s'intéresse 4 la création d'une entreprise qui 
verrait a coordunner tous les aspects de la structura- 
tion et du fonctionnement d'un réseau de Télévision 4 
Péage. 

A. ey Lasitiee enirPalace 

Le, CoRUINC.ajattestendn ian tequ 711s vaapenvi.7on 


2,700,000 foyers 4 travers le Canada souscrivant 4 la 
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cablovision. Dans une étude du marché, réalisée par 
cette industrie des communications, tel que présentée 
au C.R.T.C., il ressort que 30 pour cent des abonnés 
Canadiens du cable constitueraient le noyau des béné- 
ficiaires de la Télévision 4 Péage. ABP suggére que 
l'organisme d'Etat approprié, chargé de l'émission des 
permis, détermine le montant des frais d'installation 
devant 6tre assumés par les abonnés. Dans le méme 
ordre d'idée, J'organisme gouvernemental désigné 
devrait se procurer tous les faits se rapportant a 
l'équipement requis et vu que cet agent de 1'Etat dis- 
poserait de droits de regard &tendus, il est logique 
de s'attendre qu'il devienne un actionnaire de l'entre- 
oe ee ayant un caractére de consortium de la cablovision. 
Sans connaitre toutes les données du probléme, il est 
impossible d'avancer le moindre chiffre touchant ala 
capitalisation de l'entreprise proposée. 

B. La Gestion 

L'équipe de gérance devrait connaitre tous les 
aspects de l'acquisition de profuits destinés a la télé- 
diffusion et pouvoir aussi réglementer les frais de pro- 
duction. Les dirigeants se recruteraient parmi des gens 


possédant de vastes connaissances, surtout a'aspect 


she 


créateur, en matiére de réalisation de longs-métrages. 
Il serait @6également du ressort de ces spécialistes de 
décider de quelle fagon investir des capitaux dans des 
productions caradiennes. 

E.1 ce gui touche aux mises de fonds dans des 
productions canadiennes, la gérance détermirerait la 
nature exacte de sa participation, posant toujours son 
choix sur la possibilité de rentakilité a l'échelle 
internationale du cinéma. Les dirigeants verraient 
également ad analyser tous les aspects d'un projet ciné- 
matographique soumis par un producteur autonome cana- 
dien. La gérance du réseau s'intéresserait constamment 
aux aspects financiers des longs-métrages de facture 
canadienne. 

C. Développement de Programmation 

ABP est entiérement d'accord avec l'attitude du gou- 
vernement fédéral, €@ savoir que le groupement auquel on 
accorderait le permis d'exploitation du réseau de Télé- 
vision ad Péage devrait investir un pourcentage de son 
volume des ventes brutes, obtenu 4 méme les redevances 
des abonnés, dans la production de longs-métrages cana- 
diens et "d'événements spéciaux". Le chiffre de 15 pour 
cent a 6té avancé et il semble raisonnable. Toutefois, 


compte téenu de l'objectiit précis de de part degli Bea 
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que l'avénement d'un réseau de Télévision a Péage serve 
a stimuler le tournage de longs-métrages canadiens, ABP 
estime que le réseau de Télévision a Péage ne doit pas 
demeurer le seul investisseur dans un long-métrage 
domestique. Si ce principe est admis, il faudrait pré- 
Voligela, Dedlscdcipa i Onuds ins Tesealline distri butd onrei- 
nématographique, également coneaiien® De la sorte, les 
distributeurs en étant impliqués rinanciGrement auraient 
tout intérét ad voir 4 ce que les productions mises sur 
le marché soient définitivement rentables. Une telle 
politique ne pourrait que profiter a l'industrie cana- 
Gienne du cinéma, vu que ceux qui s'y greffent devraient 
participer au mouvement commun. 

La gérance serait appelée 4d éwaluer tout projet des 
producteurs anclophones et francophones. ABP, comme on 
le sait, est profondément engagé dans la promotion de 
tournage de films dans les deux langues officielles. 
Elle suggére, de plus, que les films présentés sur les 
ondes du réseau de Télévision 4 Péage le soient tout 
aussi bien en frangais qu'en anglais. 

De quelle fagon cette &6bauche de projet de gestion 
et de propriété affecte-t-elle les producteurs de films 


canadiens? Le réseau de Télévision 4 Péage agirait sim- 


plement comme une autre source de financement de toute 
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réalisation cinématographique de longs-métrages, dont 
ja rentabilité commerciale apparait comme engageante. 

ABP abonde dans les vues exprimées par plusieurs 
personalités de l'industrie cin@ématographique cana- 
dienne a l'effet qu'il serait préférable du point de 
vue culturel que seules des réalisations canadiennes 
soient présentées a la Télévision 4 Péage, dans le 
domaine des longs-métrages. 

Cependant, il est indispensable que pour le bien- 
€tre prolongé de l'industrie canadienne du film que 
le réseau de Télévision 4 Péage connaisse la réussite 
financiére, ce qui sera possible en autant qu'il pourra 
offrir un produit de nature 4 lui gagner la faveur du 
public téléspectateur. I1 est une autre considération 
primordiale qui s‘'impose, 4 savoir que l'organisme 
d'Etat attribuant le permis d'exploitation exige for- 
mellement qu'un pourcentage bien spécifié de l'ensemble 
du contenu de télédiffusion soit d'origine canadienne. 
De la sorte, les longs-métrages de facture domestique 
constitueront un actif financier appréciable. En con- 
clusion, le pourcentage de projection d'oeuvres cinéma- 
tographigues canadiennes s‘'accroitrait au fur et a 
mesure que plus de films réalisés au Canada seraient 


disponibles. 
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Vv. Sommaire 

L'avénement de la Télévision 4 Péage constitue 
le progrés le plus manifeste dans le domaine du di- 
vertissement au Canada pendant la derniére décennie. 
Sa venue favorisera certes la naissance d'innombrables 
occasions propices 4 1'éclosion d'une excellente pro- 
grammation de télévision, en plus de laisser présager 
un succés accru des longs-métrages réalisés chez nous 
par les ndétres. 

ABP fait savoir par la présente qu'elle est dispo- 
sée et soucieure de participer 4 part égale 4 la mise 


sur pied et 4 la gestion d'un réseau de Télévision 4a 


Péage. En €éyard a sa vaste expérience dans ce domaine, 


ABP estime qu'elle occupe une position trés avanta- 
geuse pour devenir le point d'appui de la gérance du 
réseau projeté. ABP est persuadée de la possibilité 
de développement d'un réseau de Télévision a Péage 
viable dont tous sont convaincus de la nécessité du 
point de vue culturel. En vue de réaliser de tels ob- 
jectifs et bien d'autres, ABP n'hésite nullement 4 


offrir et utiliser ses nombreuses ressources. 


Exhibzrt F 


Bilan Annuel 1976 de Astral Bellevue Pathé Ltée 


Exh bra. B 


The Neptune Factor 
Slipstream 

Echoes of A Summer 

U-TUEn 

Another Smith for Paradise 
Breaking Point 

The Little Girl Who Lives Down The Lane 
Rituals 

Recommendation for Mercy 

Mustang 

Bingo 

Je suis Loin de Toi Mignonne 

Lies My Father Told Me 

Les Aventures d'Une Jeune Veuve 

La Vraie Nature de Bernadette 

Montreal Main 

Parlez-Nous d'Amour 

The Apprenticeship of Duddy Kravitz 


Quelques Arpents de Neige 


~ 


tegnct 
Pawnee 
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Faits Financiers Saillants 1976 1975 1974 


Ventes "$23,983,000 $22,386,000 $18,524,000 
Beénéfices avant impots sur le revenu i 4 535, 000 Ae 1,385,000 913,000 


impéts sur le revenu 683, 000 694,000 423,000 


Bénéfices avant articles extraordinaires 852, 000 an te 691,000 ie 490,000 


“Articles extraordinaires 26,000 201,000 357,000 


_Bénétices nets 878,000 —«-892,000 847,000 


Fonds de roulement _ 1,392,000 1,366,000 —- 732,000 
Avoirdesactionnaies  §# «= = §,437,000 | 4,740, 000 3,681 000 
Par action “1 et) a ee Pre ae ee a ae oie) 
Bénéfices ai avant Paiicles extraordinaires > 2 ae ~ 30.3 cents | 7 a5 5 cents > 175 5 cents 


Bénétices 31.3 cents 31.7 cents 30. ne cents 


Avoir des actionnaires 1.85 1.60 1. 1.28 


VENTES 


MILLIONS 
$25 


LE MESSAGE DU PRESIDENT 


Le bilan consolidé pour l'année financiére 1976 
est fort réconfortant, malgré des fluctuations 
economiques et diverses tendances variables au 
sein des industries dont nous faisons partie. 


Il y a eu progression générale des ventes de 

7%, pour atteindre pres de $24 millions. Les 
benefices avant articles extraordinaires ont 
avance de 23% a $852,000, ce qui équivaut a 
30.3 cents par action ordinaire par rapport a 

24.5 cents l'année financiére p ecédente, compte 
tenu des dividendes privilégies. 

L’exploitation a donné lieu a des fonds 
autogeneérés de $1,445,000. La somme a été 
ainsi repartie: $780,000 pour I'acquisition d'un 
actif immobilisé, $469,000 pour le rappel d'une ; 
dette a long terme et $165,000 au versement de REVENUS 
dividendes sur actions ordinaires, a raison de AVANT ARSICLES EXTRAORDINAIRES 
deux versements semi-annuels de 3 cents chacun ened 

pour ja premiere année des dits versements. On 

note aussi une amélioration du fonds de a 
roulement. ‘ 
Pour la premiere fois, cette année, les graphiques 
demontrent l'importance, en terme de recettes, 
de nos quatre filiales. En général, celles de la 
finition de photos, du traitement des films de 
cinema et du détail démontrent un accroissement 
de recettes par rapport a 1975. Quant a la filiale 600 
de distrtbution de films, elle accuse un recul 

financier refletant une baisse substantielle de 

grands succes de |'écran dans les salles de 

cinema. Des indications plus élaborées sur le 450 
fonctionnement des dites filiales apparaissent 
ailleurs dans ce rapport annuel. 

Une percée d'importance de Ia société s'est 
manifestee au chapitre des accords relatifs a la 
distribution de films. Tel que signalé antérieure- 
ment, Astral Films devenait, le 1er janvier 1976 
le distributeur exclusif canacien de Avco- 
Embassy Pictures Corporation. Il est a prévoir 
que les realisations de cet important studio 150 
raffermiront notre prestige. De plus, en raison 

d'une clarification et d'un adoucissement de la 
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votre societe assume dés maintenant un rdéle 1972 | 1973 | 197. 


preponderant de nature a promouvoir la réali- 
sation au pays de longs-métrages destinés aux 


LE MESSAGE DU PRESIDENT (Suite) 
marches internationaux. Nos fonctions 
comprennent, entre autres, l'aide au choix des 
scenarios appropriés, le financement par des 
tiers, la responsabilite de surveillance du contrdéle 
des debourses, la transformation des pellicules 
en laboratoire et la distributioi domestique par 
nos bureaux. En raison d'une participation 
anterieure sur une faible echelle dans ce domaine, 
Nous nous interessons vivemeiit aux possibilites 
de rentabilite future dans ce domaine. La nature 
xacte de ces activites est precisée dans les 
pages qui suivent. 
La compagnie est sujette aux reglements touchant 
a !a lutte contre l'inflation qui |'‘obligent a se 
soumettre aux directives fedérales en matiere 
de gestion. Nous ne prevoyons cependant aucun 
obstacle de nature a paralyser ou entraver nos 
efforts concurrentiels sur les divers marches. 
De pair avec d'autres societés autonomes, nous 
souhaitons un retour prochain a un climat plus 
propice a la prise de decisions avec un minimum 
de regiements arbitraires qui n’affectent qu'un 
taible secteur de l'activite rationale. 
Dans nos previsions budgetaires de l'année qui 
s'annonce, nous avons pris les dispositions 
compatibles avec un relevement graduel de la 
situation economique. Cependant, I'inflation 
persistante continue d’exercer des pressions sur 
la marge des benéfices. Mais, en nous basant sur 
les tendances de l'heure, nous prévoyons une 
nouvelle poussée des ventes e: une hausse de 
benefices parallele au cours de I|'année financiére 
de 1977. 
Une offre d’'achat de notre immeuble sur le 
chemin Davenport, a Toronto, était formulee et 
acceptee en avril 1976. Nous nous occupons de 
demenager les bureaux de distribution et les 
autres facilites dans des locaux plus vastes. 
Au cours de l'année derniére, il nous a fait plaisir 
d'accueillir M. Vern Furber a titre de president de 
Astral Television Films, ainsi que M. Jack 
Cockwell, qui est devenu directeur de notre 
societe. 
Le devouement et l'attachement au travail du 
personnel comme des cadres, l'appui des 
fournisseurs et la loyaute de la c'ientele sont 
autant de facteurs qui contribuent au succés de 
toute entreprise. 
11 me fait plaisir par la presente de transmettre 
ines remerciements a tous ceux et celles qui nous 
ont aidés et nous ont permis dobtenir ces 
excellents resultats. 


Sincerement, 


Spiele 


Harold Greenberg, 
president 


Ce 


AUTRES 
(1% ) 


35 


30 


25 


20 


nts 


REVENUS PAR ACTION 
AVANT ARTICLES EXTRAORDINAIRES 


ASTRAL BELLEVUE athe nae 


LA DISTRIBUTION DE FILMS de films canadiens, il en résultera la mise sur le 


marché d'un plus grand nombre de longs- 
metrages d'importance au cours de la prochaine 
année. Partant, nous envisageons une amélio- 
ration sensible du rendement de cette filiale. 


Au chapitre de la distribution de films de TV, on 
note une progression ferme de |' accroissement 
de la receite. Engagée activement a la recherche 
de nouvelles acquisitions, cette filiale se portait 
acquereur recemment des droits exclusifs de la 
cinetheque HAROLD LLOYD auprés de TIME- 
LIFE, en plus de s'assurer l'exclusivité des droits 
de TV canadiens pour les productions AVCO- 
EMBASSY. 


Nous croyons que la récente décision d'Ouawa 
d'enrayer le flot de la publicité commerciale aux 
postes de TV americains iimitrophes du Canada 
devrait provoquer une réaction qui favorisera 
lessor de l'industrie domestique de la telévision 
et, du méme coup, rendre nos services encore 
Le fait saillant de l'année dans le monde de la plus indispensabies. 

distribution de films a été le choix de ASTRAL 
FILMS comme distributeur canadien exclusif de 
AVCO-EMBASSY PICTURES CORPORATION, 


Nous pouvons donc envisager avec confiance 
l'avenir de la filiale chargée de la distribution 


ce qui comprend aussi la distribution de devas 

Productions de ITC PICTURES de Grande- 

Bretagne. 

Parmi les titres dont la mise en marche est prévue DIVISION DU TRAITEMENT 
pour bientot, citons VOYAGE OF THE DAMNED, DES FILMS 


THE CASSANDRA CROSSING et THE DOMINO 
PRINCIPLE, qui ont tous cotte plusieurs millions 
de dollars. De plus, ASTRAL FILMS continue 
d/assurer exclusivement la distribution sur le 
marche domestique des films de J. ARTHUR 
RANK et de BRYANSTON PICTURES. La société 
a aussi prolongé jusqu’a mai 1978 son accord 

de service avec COLUMBIA PICTURES. 


Notons en passant que parmi les plus grands 
succes de l'ecran diffuses cette année, on relevait 
les noms de deux réalisations canadiennes, soit 
LIES-MY FATHER TOLD ME et 
RECOMMENDATION FOR MERCY. Nous 

avons egalement vu 4a la diffusion de deux 
importantes realisations etrangeéres, a savoir, 
SWEPT AWAY et SEVEN BEAUTIES. 


Le resultat de la distribution cinematographique, 
meme s'il y a eu rentabilité, a ete MOins que 
Satisfaisant l'année derniére. En raison de notre 
recent accord avec AVCO-EMBASSY, d'une 
activite accrue avec nos associés de vieille date Cette filiale offre un service complet de labo- 
et de notre implication directe dans la réalisation ratoire, qu'il s'agisse de post-production ou de 


son, aux cineastes professionnels grace a ses 
vastes laboratoires situes a Montreal et Toronto, 
qui sont les plus importants du genre au Canada. 


Le laboratoire de Montreal demeure le principal 
facteur du marché quebécois de la transformation 
des films de cinema. Une demande accrue de 

ses services a entraine l'agrandissement des 
facilites de traitement de méme que 
l'‘amenagement d'un studio de son supple- 


.... 
A n reponse aux exigences du marche franco- 


phone, notre societé a mis sur pied un service 
integral de doublage qui touche tant au doublage 
depuis le scénario jusqu'au decoupage final. 
Cette initiative a ete populaire des le début et 
elle augure naturellement fort bien pour l'avenir. 


Sur le marche tres competitif de Toronto, un 
programme a ete mis en marche afin d'augmenter 
l'efficaciteé generale et d'ameliover les services a 
la clientele. Certaines des principales facilites 

de production du laboratoire sont desormais 
disponibles dans le centre-ville, dans l'immeuble 
abritant le studio de son. 


La production de longs-méetrages a Toronto 
marque toujours le pas, malgré que le travail 
d'impression de copies de films demeure 

une source de recettes appreciable. On note 
aussi un accroissement des travaux contractuels 
se rapportant aux films en Super 8mm., qui ne se 
déroulent qu’a Toronto. 


Une penetration marquante du marché de la part 
des magasins de la chaine Miracle Mart de 
Steinberg a eu un résultat des plus encourageants 
du point de vue ventes au sein de nos conces- 
sions de cameras. Aprés avoir fermé trois 


: x 


succursales en ces dernieres années, Miracle 
Mart inaugurera bientdt un etablissement a 
Jonquiere, tandis que d'autres sont au stade de 
planification. 


On denombre maintenant onze succursales de 
MONTREAL PHOTO, grace a un esprit d'initiative 
pousse. Un deuxieme éetablissement était 
inaugure dernierement a Quebec, un au centre 
commercial Fairview, en banlieue montréalaise, 
un au Complexe Desjardins, un au centre Galeries 
d'Anjou, et un a Sherbrooke. Quatre autres 
succursales doivent étre ouvertes au cours de 
l'annee financiere 1977, dont deux dans la région 
d'Ottawa et deux a Toronto, dont l'un sera dans 

le nouvel immeuble de la Banque Royale et 
l'autre, dans le complexe Eaton, en vue d'une 
penetration approfondie du marche de |’Ontario. 


Question de mieux identifier notre image 
commerciale et en parallele avec notre péne- 
tration dans cette partie du Canada, nos 
etablissements photographiques au détail seront 
connus sous Il'appellation de ASTRAL PHOTO. 
La politique de mise en marché demeurera la 
méme, c’est-a-dire de bien desservir le 
photographe sérieux comme l’'amateur au moyen 
d'une gamme variée de produits et d’equipement 
photographique. 


IMAGE, qui est l’appellation de notre marque 
particuliere, remporte un vif succés, qu'il s'agisse 
de lentilles, de filtres, de lampes-éclair ou de 
trepieds. La présence de tels produits protége 
notre entieére filiale des ventes au détail contre 
les impondeérables du marche de I'heure tout en 
nous permettant d'offrir des articles de qualité 

a prix raisonnables. 


DIVISION DU 
DEVELOPPEMENT-FINITION 


-~ 


Le rendement accru de notre equipement 
moderne et nos techniques de ventes 


dynamiques constituent les clés du succés de 
cette filiale. 


Des démarches incessantes sont faites en vue 
d’ameliorer le volume d'affaires de developpe- 
ment-finition. Cette année, nous avons negocie 
avec une importante chaine de magasins 
effectuant ses ventes par catalogue afin qu'un 
nombre appréciable de nos enveloppes par 
retour de courrier soient encartées dans le dit 
catalogue. On note aussi un accroissement 
sensible des ventes du spécial BPI (vente et 
developpement-impression de films Bellevue) 
par lequel les clients realisent tine economie 
substantielle, la vente de pellicules Kodak étant 
reli¢e au processus de photo-finition dans nos 
laboratoires. 


Des campagnes publicitaires ont éte menées au 
cours de la derniére année avec le club des 
Canadiens et celui des Expos de Montréal. 
‘Exposition nationale de Toronto et la chaine 
de restaurants McDonald a Montréal et Toronto. 


La formule technique dite Post-A-Photo, qui 
transforme une photo ordinaire en carte postale, 
a prouve sa popularité auprés d2 notre clientéle 
et tout laisse croire que I’avenir lui appartient. 


~ LES ACTIVITES 
CiINEMATOGRAPHIQUES 


Astral Bellevue Pathé 
Co-Production, 20th Century Fox 


Par le truchement de sa filiale, LES INDUSTRIES 
.C.L. LIMITEE, la société a participé activement 


aux multiples aspects entourant la realisation de 
films a long métrage. Elle s'est occupée, entre 
autre, du choix de scénarios appropries, des 
details de financement, du contréle des budgets 
et d'autres taches connexes. 


Cette implication dans la troduction cinéma- 
tographique accroit de la sorte nos chances de 
decrocher un volume d'affaires supplementaire 
pour la filiale du traitement des films de cinéma 
et d’'améliorer le chiffre d'affaires de notre reseau 
de distribution. 


Au cours de Ia derniére année, LES INDUSTRIES 
I.C.L. LIMITEE, a figuré comme co-producteur 

de deux longs-métrages. “BREAKING POINT” 

a eté terminé conjointement avec les studios 

20th Century-Fox. Sa distribution mondiale 
debutait en juin 1976. “THE LITTLE GIRL WHO 
LIVES DOWN THE LANE”, également paracheve 
récemment et en coproduction avec Zev Braun 
Productions, devrait etre mis sur le marche des 
cet automne. 


La société s'appréte également a mettre en 
chantier plusieurs longs-métrages, y compris 
deux en coproduction avec 20th Century-Fox, 
deux films d'aventure canadiens devant étre 
tournés cet été, dont un avec les studios J. 
Arthur Rank et une réalisation musicale coutant 
plusieurs millions. 


Nous saluons bien haut la récente decision 
d'Ottawa d’alléger I'imposition fiscale ayant 

trait aux investissements cinematographiques par 
des Canadiens. Cette nouvelle legislation per- 
mettra aux tiers intéressés de Participer finan- 
cierement aux activites des INDUSTRIES I.C.L. 
dont le but est de stimuler la realisation de 
productions canadiennes destinées au marche 
mondial. 
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Bilan consolide au 28 février, 1976 


ACTIF 


A COURT TERME 


AUTRES 


PROPRIETE, EQUIPEMENT ET AMELIORATIONS (NOTE 2) en as be ot 


EXCEDENT DU COUT DES FILIALES SUR LA VALEUR AUX LIVRES 
eee Mes ACOUIGR RRB cise whine ios Goan ce ccc casas, 


1976 


$ 3,159,629 
3,826,845 
616,248 
133,868 


7,736,590 


327,024 


—— 


433,074 
3,117,641 


1,546,353 


$12,833,658 


er 
=——————— 


106,050 


1975 


$ 2,566,599 
3,662,242 
496,215 
145,305 
6,870,361 


310,894 
89,135 


400,029 


2,905,230 


1,546,353 


$11,721,973 


ery 


=i aoe 


PASSIF 


1976 

A COURT TERME 
Dette envers la bangue (Notes). = 4... 6 4... .. See ene $ 1,914,346 
Comptes a payer et frais couruS....................004 Soudyatias aghcehd 3,019,178 
impots sur lerevenu apayer :...0277.8......... eee ee 294,546 
LmPOS Sur IG TEVENLE FODOMES 0c... Bek cas 5 by nee ee 513,567 
Dette a long terme écheant a moins d'unan...................... 602,493 
6,344,130 
DETTE ALONG TERME (Note.4)i, 0 ose ce oh a ee ee 677,988 
IMPOTS SUR LE REVENU REPORTES .................-0-- cee ee. 374,475 

AVOIR DES ACTIONNAIRES 

CAPITAL-ACTIONSNGIE.S).. «mae sk....... 20 see eee nae 3,598,854 
BENERIGES: NON HEPARINIS#. feat. cos.:..% <2. eee ee 1,838,211 
5,437,065 


$12,833,658 


1975 


$ 1,161,880 
2,928,732 
236,322 
510,786 
667,075 


5,504,795 


1,146,558 


330,276 


3,598,854 


1,141,490 


4,740,344 


S11, (21. ore 


ASTRAL BELLEVUE fOCERE ..... 


Etat consolide des benéfices 


Pour l'année termineée le 28 fevrier, 1976 


1976 
BEAVERS A tiem meee ares Sele, PNR eo ava cin atch seanse Staaae wes + $23,982,640 
DEPENSES 
eo ee Sav CATES eye es Wo aie sy ow ivaen cas vo os OT A, Cer: 16,104,459 
ean ACI N Statue | See ME ccc aw 4 Cea meres « doe 5,578,132 
PiprersuGlaicette A1ONG TErMesgniecaw leks 6. os bce cose mvioace w wimre 93,244 
ROR EAN (Sawa MAD ee Rrknatachie aia! ANG Mbe ia a os oe SR as EEO EO 103,479 
Amorissement des immobilisations ..............u000s sev lan ek 567,743 
"22,447,087 
BENEFICE AVANT IMPOTS SUR LE REVENU ET 
AA lio MAO MOUNA AGO ged: cia Gag os. os eons levee. 1,535,583 
EVISU OOU MIMO OtS SUL, IE. LEVEIMUL. iimcmpn 6 2 on» eke scpnuand. orm Keananincsine's 683,307 
BENEFICE AVANT ARTICLES EXTRAORDINAIRES ................ 852,276 
macies extraordinaires (NOTCIG) 8 ik ck ee ee 26,192 
Sm eNO ROUMEN GC od dee waned esa eb beaeeaee eee ets S$ 878,468 
PAR ACTION 
Benefice avant articles extraordinaires ............... 0.00000 000. 30.3 cents 
eee WCU ee MMR eel igh Ap Gin y Adis cicr noire arate a coe 31.3 cents 
Etat consolide des benéfices non repartis . 
Pour l'année terminee le 28 fevrier, 1976 
1976 
Beier OE BU TsDEAAPPERIODE wy. ete warms .. 6s. s scl ne cots ok $ 1,141,490 
SASSER IN SICN 2 I OS NE Rs are a iad ie aac 878,468 
2,019,958 
Dividendes:sunactions privilégiees ...............ss66 eh wdes eas 46,250 
MOVIES Stl ACTIONS OFCIMAITGS. 655 ok cca ewe kaa dete eddeusuwne 165,497 
181,747 
SeeUeeeriNDe LAIPERIODE-. 2... %,-. PO... 22: eae Ree S$ 1,838,211 


S$ 891,769 


1375 


$22,386,134 


15,226,277 
4,965,334 
133,935 
181,314 
494,371 
21,001;231 


1,384,903 


694,145 


690,758 


201,011 


24.5 cents 


31.7 cents 


17S 


Sie 265,971 
891,769 


1,157,740 


16,200 


16,250 


$ 1,141,490 


. Sheeealhixe set hee” <> ees 
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ASTRAL BELLEVUE i athe Abe 


Etat consolidé des changements dans |'état financier 


Pour l'année terminee le 28 fevrier, 1976 


1976 1975 & 
SOURCES DES FONDS ; 
Benefice avant articles extraordinaires.................00.. 000 ee 852,276 690,758 
Amorissementdes immopilisations.... v.25..4ons eee ee 567,743 494 371 
impots sur je FEVENU TEDOnES ade.o caso se et ee ee 44,199 121,992 
Portion du benefice des societes en participation par actions....... 18,915 31,401 
Bonds Orovenant-des ExOlonationsy sn) a..5 te mie eee eee ee 1,445,303 1,275,720 
Réduction des soldes de vente arecevoir........... Os ae ee 87,870 = 
Reduction de l'interét dans et des préts a des sociétes 
en. participation: DawactOns,<.12 ile 00a. we hase ee 2,000 87,105 
Produit de la vente d'immobilisations (moins dette a long 
terme et solde de vente a recevoir qui y sont applicables)........ _ 472,161 
Reduction de l'impot sur le revenu derivant de |’application 
des pertes des periodes nrécedentes .....................000. 26,192 82,531 
EMPLOI DES FONDS 
Soldes de. vente arecevolhis stn. See e. x.c.on dee vee ee ee ee 104,000 — 
AGGITIONS, AUX: [TITINOIIISATIONS.. 6 osc. coo Soe secvee oes as ein avee aac oe 780,154 683,579 
Remboursement de dette along terme.....................0005. 468,570 568,177 
ACMA’ G ACHONS CRAIVAIES Gers aise vl eee cdh mh cas aie a a eee _ 16,404 
Dividendes sur actions privilegiees............ 0... cc eee ee ea ee 16,250 16,250 
Dividerndes sur actions ordinaires } 2 5hy 7. 9... Seen 165,497 _ 
AUGMENTATION DESHRONDS DE-ROULEMENT,.....2 (2.0 /oe ue 26,894 633,107 
FONDS DE ROULEMENT. DEBUT DE-EANNEE 2.5.4.5.) 05 eee 1,365,566 732,459 


PONDS DE.ROULEMEN TEEN OEM ANNIE; scr) ne eee eens $ 1,092,460 $ 1,365,566 


eiiivetedeielWesy Ole 
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Notes aux Etats Financiers Consolides au 28 février, 1976 


le 


SOMMAIRE DES POLITIQUES DE COMPTABILITE 
SIGNIFICATIVES 


a) Principes de consolidation: 


Les etats financiers cons slides comprennent les 
comptes de toutes les filiales. Les placements 
dans les societes en participation par actions sont 
comptabilises a la valeur de consolidation. 


b) Stocks: 


Les stocks comprennent l'achat et les frais de 
production non-amortis de filras s‘elevant a 
$902,552. Les achats de films pour des periodes 
specifiques ou a perpetuite sont amortis sur une 
base ponderee allant de six a cuinze ans. Les 
films produits ou en co-production sont amortis 
sur la base des revenus recus pour chaque 
production. 


Tous les autres stocks sont evalues au moindre 


du prix coutant ou de la valeur nette de realisation. 


c) Avances sur redevances et frais de film reportes: 
Ces frais representent la partie non-recouvrée des 
montants depensés pour Il'acquisition de films 
selon les contrats de distribution. Aucun revenu 
n'est comptabilise pour ces films tant que tous les 
couts sy rattachant n'ont pas ete recouvres. 

d) Propriete, equipement et ameéliorations: 

Les proprietes, |'equipement et les ameliorations 
sont amortis sur l'estimation de leur vie utile. 

e) Reconnaissance de revenu: 

Le revenu de la distribution de films est reconnu 
comme versements echus dans la méthode de 
facturation. 


. PROPRIETE, EQUIPEMENT ET AMELIORATIONS 


Les proprietes, equipement et ameliorations sont 
indiques au prix coutant moins |'‘amortissement 
accumule de $3,719,896 (1975 - $3,268,915.) 


. DETTE ENVERS LA BANQUE 


La dette envers la banque est garantie par des 
cessions generales enregistrees des comptes a 
recevoir et par une obligatio 1 de fournir a la banque 
une debenture 4 frais flottants et /ou fixes sur 
certains actifs. 


_ DETTE A LONG TERME 


Obligations Serie A garanties par un 
premier nantissement sur certains actifs, 
portant interet au taux de 10% lan, et 
remboursables en versements trimes- 
triels de capital et interéts jusqu au 
WeEmOCIODKC RN O7ehees sake lee aes 


Obligations Serie B garanties par un 
second nantissement sur certains actifs, 
portant interet au taux de 9% |’an, et 
remboursables en versements trimes- 
triels de capital et interéts jusqu'au 


25 AOU GH OG mee eran tein eect weowhae 499,856 
Obligations a revenus Serie C garanties 
par un troisieme nantissement sur 
certains actifs, portant interét au taux 
de 8% |'an payables seulement sur le 
benefice annuel apres impots excédant 
$1 million et remboursables sur une 
periode allant jusqu’au 25 aout, 1981 . 270,000 
Hyactheques et autres préts, dont 
certains sont garantis par l’actif immo- 
bilise et portant interet a des taux varies. 460,625 
$1,280,481 
Les remboursements de capital sont dus 
comme suit: 
Exercice termine le 
26 fevrier, 1977 ....... $ 602,493 
Exercice termine le 
ZOMNEVFLCT aL GG ue nes $ 416,276 
Exercice termine le 
24 fevrier,1979 ....... 210,100 
Apres le 24 fevrier, 1979 51,612 
677,988 
. CAPITAL-ACTIONS $1,280,481 
Autorise — 
32,500 Actions privilegiees, 5% non- 
cumulatif, d'une valeur nominale de $10 
5,000,000 Actions ordinaires sans 
VEACHUIPIReINMINENEs bos 45 Seo obo bce ead 
Emis et paye — 
32,500 Actions privilegiees........... $ 325,000 
2,758,283 Actions ordinaires (moins 
11,717 actions detenues par la 
trésorerie). Seeeeim Mba - He 3,273,854 
$3,598,854 


Les actions privilegiees possédent dix droits de vote 
chacune et sont convertibles a raison de deux 
actions ordinaires pour chaque action privilegiee. 
Une option d'achat d/actions est en circulation pour 
achat de 60,000 actions ordinaires, ou toute partie 
dicelles, a $3.00 l'action se terminant le ter 
septembre, 1976. 


. ARTICLES EXTRAORDINAIRES 


Les articles extraordi- 
naires sont: 


Gain sur la vente de 

theatres (moins les 

impots sur le revenu 

reportes de $24,059 qui 

y sont applicables)..... ~ 


1976 USVAS 


$ 274,430 


9. IMPOTS SUR LE REVENU 


Amortissementde Certaines filiales de la Compagnie possedent des 
linteret dans et pret a pertes pour impots se chiffrant approximativement a 
une societe en parti- $83,000 et pouvant étre appliquées contre le 
cipation par actions 7 (155,950) benefice des années a venir. Les avantages d'impots 


Reductions des impots 
sur le revenu derivant 


relatifs a ces pertes sont disponibles de 1977 a 1980 


de l application des 10. LA LOI CONTRE LINFLATION 
pertes des periodes La Compagnie est sujette a la Loi contre I'inflation 
precedentes ..... - $ 26192 _ 82,531 Qui prevoit, a partir du 14 octobre, 1975, lacontrainte 
'S' § 26,192 $201,011 des marges de profits, prix, dividendes et salaires. 
A lavis de la direction, la Compagnie s'est confor- 
7. ENGAGEMENTS DE BAUX mee aux dispositions de la Loi au cours de son année 
Le loyer minimum annuel 4 payer durant les cing terminee le 28 feévrier, 1976. 
prochaines années selon les baux a long terme, a En vertu des reglements actuels, les dividendes_ 
exclusion des montants additionnels basés sur les maximum que la Compagnie peut déclarer ou payer 
ventes, se chiffrent approxim< tivement comme suit: en vertu de son capital-actions durant les douze 
1S Ff ey RL | (ae UN Tee: Ne OT mois termines le 13 octobre, 1976 sont comme suit: 
UNCUT A: Rs ee owe ; me 323,000 Sur actions privilegiees — 50 cents l'action 
US Oe ree, eee eee Rates 2 246,000 Sur actions ordinaires — 7.5 cents l'action 
(330 Fe eae ate aEON oe 135,000 
USS Ze Aes, es eee caer ee eet ie. 97,000 11. REMUNERATION DES ADMINISTRATEURS Cr 
“4 DIRIGEANTS 
8. PASSIF EVENTUEL Le total de la remuneration directe payée par la 
La Compagnie est conjoi.itement et solidairement Compagnie a ses administrateurs et dirigeants 
responsable pour des préts totalisant $322,000 (dont il y en a dix) au cours de l'année terminée le 
contractes par une socieéte en participation par 28 fevrier, 1976 se chiffre approximativement a 
actions. La partie de ces préts reliée directement $367,000. 


a la Compagnie est de $64,400 


RAPPORT DES VERIFICATEURS AUX ACTIONNAIRES ' 


Nous avons examine le bilan consolide de la compagnie Astral Bellevue Pathe Limited au 28 fevrier, 1976 
ainsi que | etat consolide des benefices non répartis, l'état consolidé des benéfices et letat consolide de i’evolution 
de la situation financiere pour |'exercice termine a cette date. Notre examen a comporté une revue generale des 
procedes comptables ainsi (ue les sondages des régistres comptables et autres preuves a l'appui que nous avons 
juges necessaires dans les circonstances. 


A notre avis, ces états financiers presentent fidelement la situation financiére de la compagnie au 28 fevrier, 
1976 ainsi que les resultats de leur exploitation et de |’evolution de leur situation financiere pour l'exercice termine 
a cette date, conformement aux principes comptables généralement reconnus, lesquels ont ete appliques de la méme 
maniere qu’au cours de la périod2> préecédente. 


Zittrer, Siblin, Stein, Levine & Cie 


Comptables Agrées 


Montreal, Quebec 
Le 19 mai, 1976 


Corporate Officers 

Divrigeants de la Compagnie 

Harold Greenberg — President & Chief Executive Officer 
— Président du conseil d'administration 
~- Vice-presider t and Treasurer 

: — Vice-president et tresorier 

—3. Trevor Eyton — Secretary 


: — Secretaire 
Allan W. Hitelman — Controller 


0 — Controleur 


Subsidiaries and Divisions 
Fililales et Divisions 
DISTRIBUTION 


ASTRAL FILMS LTD. 

Michael Stevenson, 

President President 

ASTRAL TELEVISION FILMS LTD. 
W. Vern Furber 


President President 


in Greenberg 


MOTION PICTURE PROCESSING/ 
‘AITEMENT DE FILMS 
“BELLEVUE PATHE LABORATORIES (ONTARIO) 


Murray Fallen, 
General Manager/Gérant général 


Joseph Grimaldi, 

Vice-President, Sound Services 
Vice-president des services sonores 
SELLEVUE PATHE (1972) LTD. 


Andre Collette, 
Vice-President Vice-président 


PHOTOFINISHING 

DEVELOPPEMENT ET FINITION 

BELLEVUE PHOTO LABS (MONTREAL) 

Leo Levy, 

General Manager Gérant général 

BELLEVUE PHOTOGRAPHIC LTD. (TORONTO) 


Sidney Greenberg, 
President President 


RETAIL/DETAIL: 


ANGREEN PHOTO INC. 
lan Greenberg, 
Presiaent President 


MONTREAL PHOTOGRAPHIC CENTRE LW; 
Harvey Greenberg, 
Pressoemt President 


Auditors 

Verificateurs 

Zittrer, Siblin, Stein, Levine & Co. 
Montreal — Toronto 


Corporate Counsel 


Conseillers juridiques 

Tory, Tory, DesLauriers & Binnington 
Toronto 

Rosenfeld, Schwartz, Malcolmson, Lampkin 
& Levine, Toronto 


Liberman, Segall & Finkelberg, Montreal 


Bank 


Banque 


The Royal Bank Of Canada 
La Banque Royale du Canada 


Listing 
Inscription 


Montreal Stock Exchange 
La Bourse de Montréal 


Transfer Agent and Registrar 


Agent de transport et registraire 
Canada Permanent Trust Co. 

Montreal, Toronto, Winnipeg, Regina, 
Calgary and Vancouver. 

La Compagnie de Fiducie Canada Permanent 
Montreal, Toronto, Winnipeg, Regina, 
Calgary et Vancouver. 


John L. Liberman 


D. Miles Price 


ASTRAL BELLEVUE athe 


Dh eyaleniit 


HEAD OFFICE - SIEGE SOCIAL 
224 Davenport Road, Toronto, Ontario, MSR 1J37 


EXECUTIVE OFFICES 


BUREAUX EXECUTIFS 
175 Montpellier Blvd., Montreal, Quebec. H4N 2G5 


DIRECTORS: 
ADMINISTRATEURS: 


Harold Greenberg 

President and Chief Executive Officer of the Company, 
Montreal 

President de la compagnie et du conseil d'administration, 
Montreal. 


Austin C. Beutel President, Beutel, Goodman & Co. Ltd., 
Montreal 
President, Beutel, Goodman & Co. Ltd., 
Montreal 


Edward M. Bronfman Chairman Edper Investments Ltd., 
Montreal 


President du conseil de Edper 
Investments Ltd., Montreal 

Jack L. Cockwell Vice-President and Treasurer of 
Edper Investment Ltd. 
Vice-president et tresorier de 
Edper Investments Ltd. 

J. Trevor Eyton Partner Tory, Tory, DesLauriers & 
Binnington, Toronto 
Associeé, Tory, Tory, DesLauriers & 
Binnington, Toronto 

Harvey Greenberg President, Montreal Photographic 
Centre Ltd., Montreal 
President, Montreal Photographic 
Centre Ltd., Montreal 


lan Greenberg Vice-President and Treasurer of 
the Company, Montreal 


Vice-president et tréesorier de la 
compagnie, Montreal 


Sidney Greenberg President, Bellevue Photographic Ltd., 


Toronto 
President, Bellevue Photographic Ltd., 
Toronto 

' John L. Liberman Partner, Liberman, Segall & Finkelberg, 
Montreal , 
Associé, Liberman, Segall & Finkelberg, 
Montréal 

D. Miles Price Financial Consultant, Greenshields 


incorporated, Montreal 


Conseiller financier, Greenshields Inc., 
Montréal 


or any part of 60,000 cornmmon shares of $3 per 
share expiring September 1, 1976. 


6. EXTRAORDINARY ITEMS 


The extraordinary 
items are: 


1976 1975 


Gain on sale of 
theatres (less 
deferred income 
Qrxes of $24,059 
‘ applicable thereto) — 


Write-off of equity 

in and loan to 

corporate joint 

venture.......... _ 

Income tax reduc- 

tions arising from 

the application of 

prior periods’ 

MESSE She cue eke i 4 ei ee 
$ 26,192 


$ 274,430 


(TSo, 900) 


82,531 
$ 201,011 


7. LEASE OBLIGATIONS 
The minimum annual ren‘als payable in the 
next five years under long-term leases, 
exclusive of additional rent based on sales, 
are approximately as follows. 


era ed Stes s RAE $ 427,000 
As cieeml ey ees AEP RIR SEs Y 323,000 
STASI STORES OPER ORO 246,000 
EAS pe ae Se ee 135,000 
1e2LOS): ney aia lt sara tt a a a 97,000 


8. CONTINGENT LIABILITY 
The Company is jointly and severally liable 
for loans totalling $322,000 made toa 
corporate joint venture. Tne portion of these 
loans pertaining directly to the Company is 
$64,400. 


9. INCOME TAXES 


10. 


a. 


Certain of the Company's subsidiaries have 
losses for tax purposes aggregating approxi- 
mately $83,000 which may be carried forward 
against income of future years. The Tax 
benefits pertaining to these losses are 
available from 1977 until 1980. 


ANTI-INFLATION ACT 

The Company is subject to the Anti-Inflation 
Act which provides, as from October 14, 
1975, for the restraint of profit margins, 
prices, dividends and compensation. In the 
opinion of management the Company has 
complied with the provisions of the Act for 
its year ended February 28, 1976. 

Under existing regulations the maximum 
dividends that the Company can declare or 
pcy on its capital stock in the twelve months 
ending October 13, 1976 are as follows: 

On preference shares — 50 cents per share 
Oncommon shares — 7.5 cents per share 


REMUNERATION TO DIRECTORS AND 
SENIOR OFFICERS 

The aggregate direct remuneration paid by 
the Company to its directors and senior 
officers (numbering ten persons) during the 
year ended February 28, 1976 amounted to 
approximately $367,000. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Astral Bellevue Pathe Limited as at February 

28, 1976 and the consolidated statements of retained earnings, earnings and changes in financial position 
‘or the year then ended. Our examination included a general review of the accounting procedures and 

— such tests of accounting records and other supporting evidence as we considered necessary in the 


circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
companies as at February 28, 1976 and the results of their operations and the changes in their financial 
position for the year then endec, in accordance with generally accepted accounting principles applied 


On a basis consistent with that of the preceding year. 


Montreal, Quebec 
May 19, 1976 


e 


Zittrer, Siblin, Stein, Levine & Co. 


Chartered Accountants 


ASTRAL BELLEVUEC, MANE ...... 


Notes to Consolidated Financial Statements as at February 28, 1976 


1. SUMMARY OF SIGNIFICANT ACCOUNTING and repayable in quarterly 


a) Principles of consolidation: interest to October 1,1977...... $ 50,000 
The consolidated financial statements 9% Series B debentures secured 
include the accounts of all subsidiary by a second charge on certain 
companies. Investments in corporate joint assets and repayable in quarterly 
ventures are accounted for on the equity instalments of principal and 
method. : interest to August 25,1978..._.. 499 856 
b) Inventories: Series C income debentures 
Inventories include unamortized film cia by Mee, vues Cn t 
acquisition and production costs rays mye Bata ater 
aggregating $902,552. Films acquired for ane he 2 He a ors) 
specified periods or in perpetuity are UL) peer Tiilichee Ms 
amortized on a weighted basis over six to FoGe ck Manone a0) 
fifteen years. Films proauced or co-produced AR Be ees e period to 
are amortized on the basis of revenue ugus Se eevee ay awa nec 270,000 
received from each production. Mortgages and other loans, 
All other inventories are valued at the lower certain of which are secured by 
of cost or net realizable value. fixed property, bearing interest 
>) Advance royalties and deferred picture al Varying rales rete eee __ 460,625 
These costs represent the unrecovered Principal payments are due as 
portion of amounts expended for films follows: 
acquired under distribution agreements. Year ending 
No net income is recognized with respect February 26, 1977. $ 602,493 
to these films until all related costs have Year ending 
been recovered. February 25,1978. $ 416,276 
d) Property, equipment and improvements: Year ending 
Property, equipment and imerovements are February 24, 1979. 210,100 
depreciated Over their estimated useful Subsequent to 
lives. February 24, 1979, 51,612 
e) Income recognition: oa 677.988 
Income from distribution of films is $1.280.481 
recognized as instalment payments become emacs eae 
due. . CAPITAL STOCK 
Authorized — 
: P : 
: Weecieveie ae aM 32,500 5% Non-cumulative, 
reference shares of $10 par 
Property, equipment and improvements are nae » 
Carried at cost less accumulated depreciation? iavie4 lo sare SSI ee he ee ee 
f $3,719,896 (1975 - $3,268,915). 5,000,000 Common shares 
without parvalue............... 
3” BANK INDEBTEDNESS Issued and fully paid — 
The bank indebtedness is secured by 32,500 Preference shares....... $ 325,000 
registered general assignments of book debts 2,758,283 Common shares (net of 
and by an undertaking to provide the bank 11,717 shares held in treasury)... 3,273,854 


POLICIES 


with a fixed and/or floating charge debenture 
On certain assets. 


. LONG-TERM DEBT 


10% Series A debentures secured 
by a first charge on certain assets 


instalments of principal and 


$3.598,854 


The preference shares are entitled to ten votes 
each and are convertible on the basis of two 
common shares for eacn preference share. 


A share purchase option is Outstanding for all 


7 = 
LIMITED 


Ao LISA BELLEVUE C , 


“onsolidated Statement of Changes in Financial Position 


For the year ended February 28, 1976 
SOURCE OF FUNDS 


Earnings before extraordinary items 


Depreciation of fixed assets 


Deferred income taxes 


Share of earnings of corporate joint ventures 


Funds provided from operations 


Decrease in balances of sale receivable 


Decrease in equity in and loans to corporate 
joint ventures 


Proceeds of disposal of fixed assets (net of long-term 
debt and balance of sale receivable applicable thereto)... ....... 


Income tax reductions arising from the application 
of prior periods’ losses 


APPLICATION OF FUNDS 


Balances of sale receivable 


Additions to fixed assets 


Retirement of long-term debt 


Purchase of common shares 


Dividends on preference shares 


UBIO Ta eae? tee; cay [o; ve (6) ce (8) (ei) -wilca! 1's) a rave! (ot 8. ene) 8 (6, (6) a) re. 6 


Dividends on common shares 


1976 


$ 852,276 
567,743 
44,199 


1,464,218 


18,915 


1,445,303 


87,870 


2,000 


26,192 


1,561,365 


104,000 
780,154 
468,570 


16,250 
165,497 


1,534,471 


26,894 
1,365,566 


$ 1,392,460 


1975 


$ 690,758 
494,371 
121,992 

1,307,121 
31,401 
2 %5,720 


87,105 
472,161 


82,531 
1,917,517 


683,579 
568,177 
16,404 
16,250 
1,284,410 
633,107 
732,459 


$ 1,365,566 


ASTRAL BELLEVUE G f UMCE oor. 


Consolidated Statement of Earnings 
For the year ended February 28, 1976 


1976 1975 © 


GROSS INCOME: fete oka Fite ae 0 2 ne $23,982,640 $22,386,134 
EXPENSES 
Cost of sales......... cy San ere et Fe Ry: 16,104,459 15,226,277 
Sellingrand administration you: Le No Se ee ee 5,978,132 4,965,324 
interest-on long-term debt ments. Git was... cca ee ee ee . 93,244 133,935 
OMErsGKeSt ix cians oc Mbt wa cals s Aes st ee 103,479 181,314 
Depreciation of fixed'assetshrit «02. un. ne ns ee ee 567,743 494,371 
EARNINGS BEFORE INCOME TAXES AND EXTRAORDINARY ITEMS 1,535,583 1,384,903 
EFOVISIOMIOMMCOME taxes: ..>).dak ae eentie2<, ole eae a 683,307 694,145 
EARNINGS BEFORE EXTRAORDINARY ITEMS ................... 852,276 690,758 
Extraordinary items (Note'6) a. dices. «<< ee 26,192 201,011 
NET EARNINGS S. ........ « samurai tt .07.290-0\¢ od coe ee S 878,468 $ 891,769 
PER SHARE ae oc 
Earnings before extraordinary items...............c0cccceeeeeeee 30.3 cents 24.5 cents 
NetCarnisGsaihs.j2. «ine pReee o. <tls.d oboe cca Chee ee 31.3 cents 31.7 cents 


Consolidated Statement of Retained Earnings 


For the year ended February 28, 1976 


1976 1975 


BALANCE BEGINNING'GRVEAR . ..°. us's< densa eee $ 1,141,490 $ 265,971 


e-P NCUEARNNGS iar ct: caw . cube re cou ss bes sn, Se ee eee 878,468 891,769 
2,019,958 Wiorn7140 
Dividends on preference shares................ RD be es te 16,250 16,250 


Dividenug-omeommon shares...., 1.0 ec i ae ee 165,497 -- 


181,747 16,250 


BALANCE= END'OPYEAR Wr oo... oli on eee S$ 1,838,211 $ 1,141,490 


LIABILITIES 


CURRENT 
Bemremmoe meanness (NOTES). a5 oo he wen sa avinenvarest ese eee 
Accounts payable and accrued liabilities.......0....00...0...004. 


PS EN ANE SEEDS 2 WEE 0) (= READ Ue 


Deferred income taxes... 


Be Cio Vino EBs IN (INGLE ee, Fc ca occ ccweaccececcweeeuen 


ee INCOM PE AXE Sr Wm Bcc adi kee eo eee ew eave ee 


SHAREHOLDERS’ EQUITY 


ee trea NCS | ReMi ee. oes 6 ba nae a wae wee y owe ves 


OSES SOSA EST CIGTSE Be Oats. 2 ke.) i ida it anne 


1976 


S$ 1,914,346 
3,019,178 
294,546 
513,567 
602,493 
6,344,130 


677,988 


374,475 


3,598,854 


1,838,211 
5,437,065 


$12,833,658 


1975 


$ 1,161.880 
2,928,732 
236,322 
510,786 
667,075 


5,504,795 


1,146,558 


330,276 


3,598,854 


1,141,490 
4,740,344 


$11,721,973 


——=—=—E_ 


ASTRAL BELLEVUE (puthe eae 
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wonsolidated Balance Sheet as at February 28, 1976 


ASSETS 


CURRENT 
ACCOUNIS FEGCRIVADIE =o... «Come weet suse niteoeen eae Ciel ces ihc) ee eae 
HAVEMTOHES (INOTE. VDE oak vicuxtacn tec ettees os eters oe cre rience ot nee 
Advance royalties and deferrea picture costs ....................4. 


Prepaid expenses and deferred charges ............... 0.0.0 eee 


OTHER 
Balancerotisale meceiVableveastmae eye cutee tege cite eee eee 


Equity in and loans to corporate joint ventures.................... 


PROPERTY, EQUIPMENT AND IMPROVEMENTS (Note 2).......... 


EXCESS OF COST OF SUBSIDIARIES OVER NET BOOK VALUE 
OF ASSETS-AGQUIRED |. nontreated ay eee oe oe 


“ON BEHALF OF THE BOARD 


1976 


$ 3,159,629 
3,826,845 
616,248 
133,868 


7,736,590 


327,024 
106,050 


433,074 


3,117,641 


1,546,353 


$12,833,658 


1975 


$ 2,566,599 
3,662,242 
496,215 
145,305 


6,870,361 


310,894 
89,135 
400,029 


2,905,230 


1,546,353 


$11,721,973 


number of our mail order envelopes in their 
catalogue. There has also been dramatic growth 
in the sale of the special “BELLEVUE FILM & 
PROCESSING PACKAGE’ (BPI), where, at a 
substantial saving to the customer, the sale of 
Kodak Film is locked into future processing in 


_ our laboratories. 


During the past fiscal year, the division 
_conducted sales promotion camfaigns with 

0: MONTREAL CANADIENS, THE MONTREAL 
“2XPOS, THE CANADIAN NATIONAL 
EXHIBITION, and with the IMcDONALD 
RESTAURANT CHAIN in Montreal and Toronto. 


The Post-A-Photo technique, which turns 
ordinary photographs into postcards, met good 
consumer acceptance and will be continued in 
the foreseeable future. 


MOTION PICTURE ACTIVITIES 


SN ee 


Astral Bellevue Pathé 
Co-Production, 20th Century Fox 


Through its subsidiary, ICL 'NDUSTRIES LTD.. 
the Company has taken an active role in the 
packaging of feature film productions. Its 
functions include the selection of suitable 
scripts, arranging financing, controlling budgets 
and providing other necessary support. 


This involvement in film production enhances 
our ability to secure additional volume for our 


e 


motion picture processing division and titles for 
our film distribution a m. 


During the past year, ICL INDUSTRIES co- 
produced two feature films. BREAKING POINT 
was completed in association with 20th Century 
Fox and commenced its world-wide distribution 
in June, 1976. THE LITTLE GIRL WHO LIVES 
DOWN THE LANE, also recently completed, was 
co-produced with Zev Braun Productions and 
distribution is tentatively set for the Fall. 


The company has in preparation several features 
including two more co-productions with 20th 
Century-Fox, two Can :dian adventure pictures 
to be filmed this summer, of which one is in 
association with J. Arthur Rank, and a multi- 
million dollar musical production. 


Recent government regulations provide for 
More ‘avourable tax treatment of film investment 
by Canadians. These new rules encourage 
interested parties to participate with ICL 
INDUSTRIES to stimulate film production in 
Canada for world markets. 


Our Montreal operation remains the dominant 
factor in the Quebec motion picture processing 
market. Increasing demand for its services has 
necessitated further expansion of processing 
capacity, and an additional modern sound studio 
has been built. 


Reacting to the demands of the French language 
market the company introduced “TOTAL 
DUBBING SERVICE” which fulfills our clients 
needs in dubbing services from script to final 
editing. This service has proven to be very 
successful, and we look for further growth in 
coming years. 


In the more competitive Toronto market a planned 
move to increase our efficiency and offer better 
service to our clients is underway. Certain key 
production facilities of our laboratory operation 
are being relocated downtown in our sound studio 
— building. 


Feature film production work in Toronto continues 
to be depressed, however, release printing work 
has been a steady source of revenue. The SUPER 
8 operation, based solely in Toronto, also showed 
gains in its contract work. 


The improved market penetration of the 
Steinberg’s Miracle Mart department store chain 
has been an encouraging development for our 
camera department concessions. After closing 
three stores in recent years, Miracle Mart will 
shortly open a new store in Jonquiere, Quebec, 
and others are planned. 


In the MONTREAL PHOTO operations, where the 


initiative for expansion rests with ourselves, the 
number of stores h s increased to 11. Recent 
openings include: a second location in Quebec 
City; Fairview Shopping Centre in suburban 


- Montreal; Complex Desjardins in downtown 


Montreal; Galeries D'Anjou Shopping Centre in 
Montreal East; and in Sherbrooke, Quebec. 
During the 1977 fiscal year, four additional stores 
will be opened: two in the Ottawa district; and in 
Toronto at the new Royal Bank Building and the 
new Eaton's development. The emphasis is now 
on seeking further penetration into the Ontario 
market. 


In connection with inis westward expansion, we 
are changing the name of our retail photo shops 
to ASTRAL PHOTO for better corporate identity. 
Its merchandising philosophy will remain 
unchanged — to serve the serious photographer 
and ‘aAvolved hobbyist with a wide range of 
photographic products and darkroom supplies. 


Our exclusive private brand — IMAGE — has 
proven to be very successful, and includes such 
accessories as lenses, filters, flashes, and tripods. 
These products afford the entire retail division 
some protection agi.inst unstable market condi- 
tions, and permit us the opportunity to provide 
quality products at reasonable prices. 


PHOTO FINISHING BEVISION 


This division's success is attributable to the 
increased efficiency of our modern equipment 
and our aggressive marketing programs. 


New areas of potential photo finishing business 
are constantly being cultivated. This year the 
division negotiated with a prominent chain of 
catalogue stores for the insertion of a large 


Asal BELLEVUE CG, 


 FELN. DISTRIBUTION DIVESION 


ee ae TO 
i: pISTRIBUTIO 
et 4 


he highlight of the year in theatrical film 

~ distribution was ASTRAL FILMS’ appointment as 
Canadian distributor for AVCO-EMBASSY 
PICTURES CORP. This relationship also includes 
releases from ITC PICTURES of the United 
Kingdom. Titles expected for release in the near 
future include such multi-million dollar features 
as VOYAGE OF THE DAMNED, THE 
CASSANDRA CROSSING, and THE DOMINO 
PRINCIPLE. In addition, the division continues 
to distribute exclusively in the Canadian market 
films released by J. ARTHUR RAINK and 
BRYANSTON PICTURES. The Company also 
extended its service agreement with 
COLUMBIA PICTURES to May, 1978. 


It is gratifying to note that amongst the more 
successful films distributed this year were two 
Canadian produced films, LIES MY FATHER 
TOLD ME and RECOMMENDATION FOR 
MERCY. The Company also distributes SWEPT 
WAY and SEVEN BEAUTIES which are both 
~ important foreign films. 


The results of theatrical distribution, while 
profitable, were less than satisfactory last year. 


Through the new affiliation with AVCO-EMBASSY, 


increased activity with our long term associates, 
and direct involvement in Canadian film 
productions, we expect to make available a 
greater number of major films in the coming year 
and anticipate a substantial improvement in the 
performance of this subsidiary. 


e 


of e a 
FARE 
al LIMITED 


Television distribution continued its normal 
pattern of steady revenue growth. Always actively 
seeking out new properties, television distribution 
recently acquired exclusive rights to the 
HAROLD LLOYD LIBRARY from TIME-LIFE. 

Also acquired were the Canadian television 

rights of AVCO-EMBASSY products. 


Recent government regulations restricting the 
flow of advertising dollars to U.S. border television 
stations will, we belie’e, have a positive effect 

on the Canadian telev:sion industry and an 
increased demand for our television services. 


We lou forward to the future of the film 
distribution division with confidence. 


MOTION PICTURE 
PROCESSING DIVISION 


This division offers complete laboratory, post 
production and sound services to the 
professional film maker. With complete facilities 
in both Montreal and Toronto, it is the largest 
operation of its kind in Canada. 


MESSAGE FROM THE PRESIDENT (Contd) 
role includes assisting in the selection of suitable 
scripts, financing through third parties, 
supervising responsibility in budget control, 
pr-~essing in our laboratories, and Canadian 

© ution through our offices. Having 
participated on a limited scale in such ventures 
to date, your management is intrigued with the 
profit potential tnat further involvement of this 
nature offers. Specific activities in this area 
are featured in the following pages. 


The company is subject to the reguiations of the 
Anti-Inflation Board, necessitating some 
allocation of managerial resources to compliance 
therewith. However, at this point, we anticipate 
no particular difficulties as it affects our ability 

to compete effectively and profitably in our 
markets. In concert with most other independent 
businesses, we hope that conditions permit an 
early return to an environment where business 
decisions are less encumbered by arbitrary 
regulations affecting only segments of the 
community. 


In budgeting for the coming year, we have 

pr ‘ided for an economic background of 

€ Auing gradual business recovery. The 
persistent inflation, however, is reflected in 
pressure on profit margins. Nevertheless, we 
expect further sales and at least proportionate 
profit increases for fiscal 1977. 


In April, 1976, an offer to purchase was accepted 
for our building on Davenport Road in Toronto, 
and arrangements are being made to relocate 
the distribution offices and associated facilities 
in larger premises. 


During the past year, we welcomed Mr. Vern 
Furber to the company as President of Astral 
Television Films, and Mr. Jack Cockwell as a 
Director of the company. 


The energy and devotion of its employees and 
associates, the support of suppl ers and the 
loyalty of its customers are critical factors in the 
success of any business. My personal thanks are 
extended to all those people who in one way 

¢ other contributed to our fine results. 


Sincerely. 


President 
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feov THE PRESIDENT vi, 
In spite of many cross-currents in the economy, i 40 : 3 
and shifting trends within the industries in which " 
we Participate, the consolidated results for fiscal cae: 
1976 were highly satisfactory. On a 7% overall 
sales increase to nearly $24 million, earnings fas 


before extraordinary items increased 23% to 

$852,000, which, after preference dividends, 

was equal to 30.3¢ per common share as against rey 
4.5¢ in the prior fiscal period. O| pas 


Operations generated a cash flow of $1,445,000. 1972 | 1973 | 1974 
These funds were used to the extent of $780,000 
for fixed asset additions, $469,000 for retirement 


1975 | 1976 


of long term debt, and $165,000 for common EARNINGS 

stock dividends, representing two semi-annual r BEFORE E (TRAORDINARY ITEMS 
: HOUSANDS 

payments of 3¢ each, the first year of such $900 


payments. Working capital improved marginally. 


This year, for the first time, the accompanying 

charts indicate the relative importance, by 

revenues, of our four operating divisions. In 750 
general, the photofinishing, retai’, and motion 

picture processing divisions showed revenue 

increases over fiscal year 1975, while the 

distribution division, reflecting a r2duction of 600 
substantial box office hits, recorded a sales 

decline. Further comments on the divisional 

operations appear in a subsequent section of this 

report. 450 


4 major thrust of the company occurred in the 
‘ea of theatrical film distribution alliances. As 
~ previously reported, effective on January 1, 1976, roe 
Astral Films became the exclusive Canadian ae \ 
distributor for Avco-Embassy Pictures and it is 
expected that releases by this major studio will 
enhance our position. Additionally, as a result 
of clarified and more favorable tax treatment of q a ta 
film investments by Canadians, your company i oy | fae 
is taking a leading role to stimulate feature oe | Pe 
production in Canada for world markets. Our 0 ; 
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Financial Highlights 1976 1975 1974 


Sales $23,983,000 $22,386,000 $18,524,000 
Earnings before income taxes 1,535,000 1,385,000 913,000 
income taxes ire a 683,000 694,000 423,000 
“Earnings before extraordinary items 852,000 691,000 490,000 
“Extraordinary items 26,000 201,000 357,000 
Net Earnings ; 878,000 892,000 847,000 
Working capital 1,392,000 1,366,000 732,000 
Shareholders equity == 5,437,000 4,740,000 3,881,000 
Per Share 
“Earnings before extraordinary items —s:s«O.3eents —-24.5cents «17. Scents 
“Earnings 31.3 cents 31.7 cents 30.4 cents 


Sharehoiders equity 1.85 1.60 1.28 
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E.J. Nishimoto 
Assistant Vice-Presiden 
(Regulatory Matters) 
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Received by ~ R5 
SECRETARIAR 


Mr. Guy Lefebvre 

Secretary General UGS. NelS7§ 

Canadian Radio-television and 
Telecommunications Commission 


100 eMetcalre otreet Ci B04 


Ottawa, Ontario KI1A ON2 Cree 2 


Dear Sir: 


In June 1975, Bell Canada presented a brief 
commenting on the Commission's Position Paver on Pay 
Television Service. 


Recently, in June of this year, both the Minister 
of Communications, the Honourable Jeanne Sauvé, and the 
Chairman of the CRTC, Mr. Harry Boyle, suggested that all 
parties up-date their 1975 submissions in order to assist 
the Commission's renewed deliberations in the field of 
Pay'i.V. 


In this context, we have reappraised our earlier 
comments and find them still valid. 


The principal theme of our submission continues 
to be that an efficient "per-program" Pay service would 
be possible without the need for an expensive return 
Signalling fath to the program source. This would apply 
regardless of how a Pay T.V. program is delivered to 
ehesconsumer. 4.c. Over the air or cable ’(C.A.T.V.. 
operator's or leased from a carrier). It would be 
achieved by use of existing telephone lines available in 
virtually every household together with subscriber 
control units. 


Our Company remains prepared to complete the 
development of this concept should the Commission's 
findings support the viability of such an Orfering: 


Among other points made in our June 1975 
submission, we indicated Bell Canada's willingness, 
along with other members of the Trans-Canada 
Telephone System, to provide whatever facilities would 
be required for any eventual Pay Television networks. 
This subject will be further detailed in a submission 
to be made by the Trans-Canada Telephone System and 
Telesat Canada. 


We request the Commission to give consideration 
to our 1975 comments in its deliberations. Should 
additional information be required we are at the 
Commission's disposal. For the Commission's convenience, 
we forward herewith five additional copies of the 
document. 


yours truly, 


lento 
Agsiftant Vice-President 
(Regulatory Matters) 
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CANADIAN RADIO-TELEVISION COMMISSION 


POSITION PAPER ON PAY TELEVISION 


COMMENTS BY BELL CANADA 
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CRTC POSITION PAPER ON PAY TV 


COMMENTS BY BELL CANADA 


Bell Canada has played a significant role 
in the development and growth of the Canadian broadcast 
and cable television industries. As a telecommunications 
carrier, Bell's contribution has been to provide certain 
telecommunications services which assist broadcasters 
and cable operators in serving their respective publics. 
Through the years Bell has been called upon to provide 
a variety of such services in order to mee. the changing 


needs of these particular industries. 


In offering such transmission services we 
have enabled the broadcasters and cable operators to 
concentrate a greater part of their resources on their 


fundamental programming activity. 


In the cable television sector, \e provide 
about 70% of the coaxial cable now in use in our 


tere1teory. 


Th2 introduction of Pay TV services in Canada 
will present an opportunity for Bell Canada to respond 
with supportive innovation that we believe will be 
attractive to those interested in undertaking the provision 
of such services with minimum investment ir expensive new 


technology. 


Before presenting details of the potential 
services we may offer for development of Pay TV service 
in our serving territory, we would like to restate our 
position vis a vis the "message" and the "medium", as 


this underlies our position on Pay TV. 


The Bell Canada response to the Federal 
Government "Green Paper" (Proposals for a Comnunica- 
tions Policy for Canada) outlined the telecommunica- 
tions carriers' role as being "primarily engaged in 
providing the means whereby persons may communicate - 
the medium". The statement then continued: "Their 
basic concern is with the facilities used for conveying 
intelligence electronically, and not with the content 
of the information being conveyed". We further pointed 
out that Bell's Act of Incorporation precludes the 
Company from holding a license as a broadcasting 
receiving undertaking under the Broadcasting Act. We 
also stated that we saw the role of the broadcasters 
of Canada as primarily engaged in the provision of 
information and entertainment to the Canadian public 
using software or program material which they themselves 
produce or otherwise acquire. In short, we have stated 
that our business is to provide the facilities (the 
medium) over which the broadcasters and caLle operators 


distribute their programs and information (the message). 


Our position with respect to Pay TV reflects 
the same thought: we see the telecommunications carriers 
providing the means by which Pay TV licensees can 


provide a service to the public. 


Having stated that we see our role as being 
Supportive t> potential Pay TV operators, let us go on 
to discuss more precisely what form this role might 
take. Firstly, we see an opportunity for this new 
segment of the broadcast industry to benefit from the 
shared use of telecommunications carrier-owned facilities 
in the provision of their services. Secondly, and of 
Significant importance, is the advantage of having 
directed to the special needs of this new industry the 
resources of Canada's largest private R & D organization: 
Bell-Northern Research, plus the manufacturing power of 
the Northern Electric Co. Simply stated, we can present 
an opportunity to make efficient use of Canadian 
resources already available combined with the development 
and manufacture in Canada of new apparatus which may be 


necessary. 


As the Commission is aware, Bell Canada has 
always favored an approach whereby it would, as a 
telecommunications carrier, lease to cable operators the 
entire local transmission system they require in order 
to distribute their programming. While the industry 
has been generally unreceptive to this notion, we continue 
to believe that it is the right way to go in the long 
term public interest. We hope that, in time, the 
industry and this Commission will come to share this view. 
However, we note with some concern the Commission's 
suggestion that CATV operators would become suppliers of 
broadband facilities to Pay TV Operators, thus in essence 
becoming telecommunications carriers. The idvisability 


of creating a multiplicity of carriers is an extremely 


complex subject with far reaching implications. This 
subject is of keen interest to regulators, governments 
and of course to the carriers themselves. In Bell's 
view, the importance of the subject is such that it 
merits careful consideration on its own and by all 
interested parties. Bell would welcome participation 


in such a consideration of the question. 


Concerning Pay TV, Bell has, in certain 
locations, cistribution facilities which would be suitable 
for the purposes of a Pay Television Network Operator, 
be he the cable TV Operator or an independent. Further, 
in connection with the transmission of live theatre or 
ballet as suggested in the Commission's Position Paper, 
our extensive broadband facilities throughout the 
residential and commercial districts of metropolitan 
areas would lend themselves readily to feeding such 


programmes into Pay TV distribution centres. 


The Commission has also suggested that individual 
Pay Television Network Operators may ultimate?y serve vast 
areas of the country or may band together -o form a large 
network "by the use of satellite or microwave interconnec- 
tion". As a telecommunications carrier Bell sees its 
role as being one of meeting such needs either over 
existing facilities or through new construction where 
appropriate. No matter how extensive a network would be 
required, Bell together with its fellow members of the 
Trans-Canada Telephone System could provide tke necessary 
facilities with economies resulting from sl.ared use of 
existing installations wherever possible. 


Turning to Pay TV delivery systems, the 
Commission's position paper indicated that service may 
be offered either as "a continuing program selection" 
for a flac monthly fee or on a basis which releases 
"individual programs to subscribers on payment of a 


"per program' charge". 


Since the "per program" basis of supplying 
service incorporates all the really attractive 
aspects of Pay TV such as specici programs on demand, 
pay-as-you-go, and user control, plus the fp 5dtential 
for higher revenues through impulse buying, it is 
likely to be the preferred method provided an economical 
delivery and billing system is possible. 


In the context of such a system, we feel that 
the existing local telephone network offers a practical 
communications resource which can be used to good 
advantage. However, we must be careful where Pay TV 
systems would require their subscribers to order programs 
by telephone. While it is impossible to foresee the 
circumstances in each case, the large impulsive calling 
prior to a high interest program could, in some situations, 
result in excessive loads being placed on the telephone 
network, this could result in a serious degradation in 
service level to all telephone subscribers in a particular 


area. 


Because of this concern we feel that any 
serving concept using the telephone network should 
be developed in conjunction with the telephone company. 


In that context Bell has already held discussions with 


several large CATV operators concerning the subject. 


Apart from our concerns as to excessive loads 
on the telephone network, providing Pay TV delivery 
systems to licensees would represent an opportunity 
for Bell because of our unique position with respect 
to our existing transmission facilities and our expertise 
particularly in the design and administration of systems 
for handling volumes of random traffic. This has caused 
Bell Canada together with Bell-Northern Research to 
undertake development work in a system for ordering 
Pay TV programs and for providing usage da’a but which 
does not require subscribers to order programs by 


telephone. 


The system on which we have been working could 
be used with either over-the-air or cable serving 
arrangements. Its most visible component is a "Pay TV 
Control Unit" located at the Pay TV subscriber's premises. 
This unit incorporates a descrambler and siorage 
Capability. By means of the unit, the subscriber wishing 
to see a particular program can activate the descrambler, 
giving access to any one of several channels carrying 
premium programming. The control unit will then keep 
track of the amount of premium time used by that 
particular subscriber for that particular program. At 
periodic intervals, in late night hours when the telephone 
network is virtually idle, a centrally loczted data 
collection device (such units are already in common use 
in Bell Central Offices for remote testing of telephone 
facilities) will interrogate the control unit over the 


regular subscriber telephone line and collect the usage 


data for all premium viewing since the last collection. 
The data would then be forwarded to the Pey TV Operator 
for billing and market planning purposes. 


-& more detailed description of the system will 


be found in the addendum. 


A significant feature of this system is that 
it would use existing facilities, particularly current 
one-way CATV systems of suitable capacity, and the 
local telephone network. The economies realized 
through such joint use of facilities would mean system 
implementation at minimum additional cost to the 
general public. The highly developed CATV distribu- 
tion systems in major centres would not require 
extensive change and would provide access to a ready 
made market to be developed. The system design would 
provide viewers with impulse-buying opport'inities 


and rapid response. 


Thus Pay TV operators, irrespective of whether 
they use Bell Canada broadband distribution facilities, 
their own or those leased from some other suppliers, 
could lease from Bell a system that would be both 
service and price attractive. This would then permit 
the operators to concentrate a greater part of their 
resources and efforts on programming and program 


development. 


To date, Bell sponsored Bell-Northern Research 
activity has resulted in the design of a promising system. 
Bell Canada is prepared to consider further development 


activity once the Commission's policies are known, at 
which time market potential can be more accurately 


assessed. 


The Commission, in its Position Paper, envisages 
that Pay TV may present new opportunities for development 
of the Canadian broadcasting and program production 
industries. We would add that the Commission's policy 
should equally seek to strengthen opportunity for 
Canadian technical R & D and manufacturing in this new 
field of activity. In the above proposal we see such 


possibilities. 


Beil Canada has provided and continues to 
provide much of the "medium" which carries the "message" 
of the broadcasters and cable operators. sell can 
and is willing to play a similar and expanded role in 


the provision of Pay TV. 


ADDENDUM 


PAY TV ORDERING AND USAGE METERING SYSTEM 


This system is being developed by Beil Canada 
to work as an essential component of a total Pay TV 
delivery system. It assumes that premium programming 
will be provided from a Pay TV studio to be viewed on 


a "pay as you use" basis by subscribers to the service. 


It is intended that the system would assist 
in the development of Pay TV by providing an economical 
and adaptable service offering working in conjunction 
with the telephone network but not requiring the Pay TV 
subscriber to order programs by telephone. 


It employs a usage metering technique that 
locally stores (in the household) the details of all 
premium Pay TV Channel transactions which can be read 
out remotely, at an appropriate time, over the telephone 


network. 


The following outlines the system's features 


and operating characteristics: 


Pay TV Programming 


The system design assumes that the Pay TV 
Operator will distribute his programming in the following 


manner: 


- Procrams will be transmitted on a scheduled 


basis on one or more channels. 


- Pay TV subscribers will be kept informed of 


programming in advance by use of a free 


"barker" channel or by other means. 


- The signals on premium channels will be 
scrambled to restrict availability to Pay TV 


subscribers only. 


- Identifying signals will be included in the 


transmissions to permit program identification. 


Ordering and Usage Metering System Features 


In order to meet the needs of both the Pay TV 
Operator and the subscriber the following ‘eatures will 


be incorporated: 


- Usage Metering - A metering device will record 
the subscriber's program selection(s) and 
viewing time(s). 

=] Billing Flexibility - Since viewing time will 
be recorded on a per program basis, the Pay TV 
Operator will have the ability to provide a 
variety of billing options, erie fa 


- Bulk usage charges 


- Special events charges 


- Market Analysis Information - Usage recording 


On a per program basis plus regular feedback 
on viewing statistics will facilitate assessment 
of market acceptance of programming. 


- Security - The system is designed to protect 
against fraudulent use. 


- Ease of Operation - To order a program, the 
subscriber will simply select an appropriate 
channel using the Channel Selector (in large 


urban systems this will likely be th set-top 


converter) and unlock the Pay TV Control 
Unit. The locking device is provided to 


guard against frivolous use. 


Operating Characteristics 


The attached diagram depicts in simplified 
form the overall system configuration. Tre system 


operating characteristics are: 


- Programs will be originated from a Pay TV studio or 
"Headend" where the video signal will be scrambled. 


- Programs can be delivered either by UHF signals 


or via cable. 


- Prograins can be transmitted over more than 


One premium channel. 


- The existing telephone network is utilized 
for the collection of usage data. 


- There is no need for a costly bi-directional 


cable system. 


- The Pay TV Control Unit (PTV-CU) is connected 
between the Channel Selector and the TV set. 
Having selected a premium channel, th 
subscriber orders a program by unlocking the 
PTV-CU. The incoming video picture is 
unscrambled and the PTV-CU records the program 
identification number and accumulates and 
records the viewing time in its memory and 


control, circuLtry. 


- At prescribed intervals a computer, located 


an Bell Canadas central—office=polls=the 
subscriber‘s PTV-CU over his regular telephone 
service. The connection is made automatically 
and includes programmed "handshakes" to assure 
the right PTV-CU has been reached. The usage 
information stored in the PTV-CU is then 


transmitted to the polling computer. 


The usage data for all Pay TY subscribers is 
stored in the computer and delivered to the 
Pay TV operator at prescribed intervals and in 
appropriate format for billing and statistical 


analysis purposes. 
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PROJET DE POLITIQUE DU CRTC 
RELATIF AU SERVICE DE TELEVISION A PEAGE 


COMMENTAIRES DE BELL CANADA 


Bel? Canada a joué un réle important dans le 
perfectionnement et l'expansion de la radiodiffusion et 
de la télédistribution au Canada. Sa contribution, 4 
titre d'entreprise de télécommunications, a été d'assurer 
certains services de communication qui aidene les 
radiodiffuseurs et les télédistributeurs 4 desservir 
leur public respectif. Au cours des années, Bell Canada 
a 6té appelée 4 fournir une gamme de services divers 
destinés 4 répondre aux besoins changeants de ces 


industries particuliéres. 


Les services de transmission que nous offrons 
ont permis aux radiodiffuseurs et aux télédistributeurs 
de concentrer une plus grande partie de leurs ressources 
sur l'aspect fondamental de leur activité qu'est la 


programmation. 


Dans le secteur de la télévision par cable, 
nous fournissons environ 70% des cables coaxiaux actuellement 
en service dans le territoire que nous desservons. 


L'adoption au Canada de la télévision 4 péage 
fournira & Bell Canada l'occasion de jouer un r6éle de soutien 
innovateur, qui croyons-nous intéressera les entreprises 
désireuses d'assurer les services en question moyennant 
un investissement minimum dans un domaine technique nouveau 
et onéreux. 


Avant. de présenter le détail des services 
éventuels que nous pourrons offrir en vue du développement 
de la télévision 4 péage dans le territoire ¢cesservi 
par Bell Canada, nous aimerions réexposer notre point de 
vue au sujet du “message” et du "médium"; ce point de 
vue est A la base de notre position sur la télévision 


a péage. 


La réponse de Bell Canada au Livre vert du 
gouvernement fédéral (Vers une politique nationale de la 
té1écommunication) précise que "la mission premiére des 
entreprises de télécommunications est de fournir le moyen 
de communication, c'est-a-dire le médium. La principale 
préoccupation de ces derniéres réside non pas dans le 
contenu de l'information, mais dans les moyens élec- 
troniques qui en permettent l'acheminement". Nous signalions 
en outre dans notre réponse que Bell Canada se voit 
empéchée, de par sa charte, de détenir un permis en vertu 
de la Loi sur la radiodiffusion. Nous émettions aussi 
l'opinion que la mission premiére des radiodiffuseurs 
canadiens est d'assurer des services d'information et de 
divertissement au public au moyen de programmes ou 
d'éléments de programmes qu'ils doivent soit produire, 
soit acquérir. Bref, nous spécifiions que notre entreprise 
doit fournir les installations (le médium) au moyen 
desquelles ies radiodiffuseurs et les télédistributeurs 


transmettent leurs 6émissions et leurs informztions (le message). 


Notre position en ce qui concerne la télévision 
a péage suit la méme ligne de pensée: nous estimons que 
les entreprises de tél&communications fournissent les 
moyens par lesquels les entreprises de télévision 4 péage 


peuvent assurer un service au public. 


Ayant 6noncé que notre réle en était un de 
soutien envers les exploitants éventuels de la télévision 
a péage, examinons maintenant en quoi ce réle pourrait 
plus précisément consister. Primo, nous voyons pour ce 
nouveau secteur de l'industrie de la radiodiffusion une 
occasion de profiter de l'utilisation partagée des 
installations appartenant aux entreprises de t&élécommunica- 
tions pour offrir ses services. Secundo, un avantage 
d'une importance considérable: l'orientation des ressour- 
ces de la plus grande entreprise privée de recherche et 
de développement au Canada, les Recherches Bell-Northern, 
vers les besoins particuliers de cette nouvelle industrie, 
ajoutée a la capacité de fabrication de la compagnie 
Northern Electric. Pour résumer, nous pouvons offrir 
la possibilité d'une utilisation efficace des ressources 
canadiennes déja existantes, jointe 4 la mise au point 
et a la fabrication au Canada des nouveaux équipements 


qui peuvent étre nécessaires. 


Le Conseil n'ignore pas que Bell Canada, 4 
titre d'entreprise de télécommunications, a toujours 
préféré la méthode en vertu de laquelle elle louerait en 
entier aux télédistributeurs le syst@me de transmission 
local dont ils ont besoin pour la diffusion ce leurs 
émissions. Bien que l'industrie n'ait généralement pas 
manifesté d'enthousiasme pour cette formule, nous 
continuons de croire qu'il s'agit 14 de la meilleure fagon 
de servir l'intérét public 4 long terme. Nous espérons, 
qu'avec le temps, le Conseil et l'industrie en viendront 
a partager cette vue. Cependant nous constatons, non sans 
appréhension, que le Conseil sugg@ére que les télédistri- 
buteurs deviennent fournisseurs d'installations a large 
bande auprés des exploitants de service de télévision A 


péage, donc par le fait méme deviennent des :ntreprises 
de télécommunications. L'opportunité de créer une 
multitude d'entreprises de télécommunications est une 
question extrémement complexe et d'une portée considérable. 
Ce sujet est d'un grand inté6érét pour les organismes de 
réglementation, les gouvernements et, naturellement, 

les entreprises de tél&communications elles-m@émes. Aussi, 
pour Bell Canada, cette question est si importante qu'a 
son avis elle doit faire l'objet, séparément, d'un examen 
attentif par toutes les parties intéressées. Bell Canada 
apprécierait participer a une telle 6tude de cette 
question. 

Quant 4 la télévision 4 péage, Bell Canada 
posséde dans certains endroits les installations de 
distribution pouvant satisfaire les besoins des exploitants 
de réseaux de télévision 4 péage, qu'il s'agi3se du 
télédistributeur du secteur ou d'une autre entreprise. 

Par ailleurs, en ce qui a trait a la télédiffusion en 
direct de piéces de théatre ou de ballets, tel que le 
suggére le projet de politique du Conseil, nos vastes 
installations de transmission 4 large bande situées dans 
les districts résidentiels et commerciaux des zones 
métropolitaines se préteraient aisément 4 la diffusion 
de ces 6émissions vers les centres de distribu’.ion de 


télévision 4 péage. 


Le Conseil a aussi suggéré que les exploitants 
individuels de la télévision a péage puissent ultimement 
desservir de grands territoires du pays ou s'unissent pour 
former un vaste réseau au moyen de satellite ou d'inter- 
connexion micro-onde. En tant qu'entreprise de tél6écommuni- 
cations, Bell Canada estime que son rdéle doit consister a 
satisfaire ces exigences d'ordre technique en utilisant son 


réseau actuel ou en ayant recours 4 de nouvelles installa- 
tions au besoin. Quelle que soit l'envergure du réseau 
requis, Bell Canada pourrait, de pair avec les autres 

membres du Réseau Téléphonique Transcanadien, fournir requis 
pement voulu. De plus, l'utilisation partagée des installa- 
tions, partout ol c'est possible, représenterait une é6économie. 


En ce qui a trait aux systémes de '‘iffusion de 
la télévision 4 péage, le Conseil indique, cans son projet 
de politique, que le service pourrait étre orfert aux 
abonnés soit "par sélection continue d'émissions" 
moyennant un tarif mensuel fixe, soit par é6émission 


individuelle suivant un tarif unitaire. 


Comme la formule de prestation du service fondée 
sur le degré d'utilisation ou le nombre d'ém..ssions 
présente tous les attraits réels de la télévision a péage, 
tels que les émissions spéciales sur demande, la factura- 
tion en fonction de l'usage, le contréle de l'utilisation, 
en plus des revenus plus élevés découlant éventuellement 
de la sélection spontanée, c'est celle qui sera 
vraisemblablement retenue, pour autant qu'un systéme 
économique de diffusion et de facturation puisse étre 


mis sur pied. 


Dans un tel contexte, nous croyons que le réseau 
téléphonique local existant constitue un moyen de communica- 
tion pratique qui peut @tre avantageusement mis 4 
contribution. Cependant, les syst@émes de télévision 4 
péage ot les usagers devraient commander les émissions 
par tél&phone nous, dictent une attitude prudente. Bien 
qu'il soit impossible de prévoir les circonstances précises 


dans chaque cas, il y a lieu de craindre que le volume 
additionnel d'appels 4 l'approche d'émissions 

particuliérement populaires pourrait parfois provoquer 
une surcharge du réseau téléphonique, entrainant ainsi 
une grave dégradation du service a tous les abonnés du 


secteur en cause. 


Aussi sommes-nous d'avis que toute formule de 
service prévoyant l'usage du résea téléphonique devrait 
6tre mise au point conjointement avec la compagnie de 
téléphone. Bell Canada a d&ja entamé des discussions 4a 
ce sujet avec plusieurs exploitants importants de la 


télévision par cable. 


Mises 4 part nos préoccupations concernant les 
surcharges du réseau téléphonique, nous croyons que, pour 
Bell Canada, fournir des syst@mes de diffusion aux 
détenteurs de permis constituerait un bon débouché, étant 
donné la situation unique qui est la sienne tant pour ce 
qui est des installations de transmission qu'en ce qui 
concerne son expérience, particuliérement dans la concep- 
tion et la gestion des syst@mes de traitemen- de trafic 
irrégulier. C'est dans cette optique que Bell Canada, 
en collaboration avec les Recherches Bell-Northern, a 
entrepris de mettre au point un systéme de commande 
d'émissions de la télévision a péage et d'information 
concernant les données d'utilisation, qui n'oblige pas 
l'abonné a commander par téléphone. 


Le systéme sur lequel nous avons cincentré nos 
efforts pourrait servir 4 la transmission par cable ou 


par ondes hertziennes. La partie la plus visible est une 


unité de commande TVAP située chez l'abonné. Cette unité 
est dotée d'un débrouilleur et d'une mémoire. L'abonné 
qui désire voir une 6mission en particulier actionne le dé- 
brouilleur, qui lui donne accés 4 l'un des nombreux canaux 
qui offrent des émissions 4 péage. L'unité de commande 
reléve le temps d'utilisation de l'abonné en cause, pour 
1'émission choisie. A intervalles périodiques, 

trés tard en fin de soirée, c'est-a-dire lorsque le 

réseau téléphonique est peu utilisé, un dispositif central 
de collecte de données (ces unités sont employées 
couramment dans les centraux de Bell Canada pour la 
vérification a distance des installations téléphoniques) 
interrogera l'unité de commande au moyen de la ligne 
téléphonique de l'abonné et recueillera les données 
d'utilisation de toutes les 6émissions 4 péage transmises 
depuis la derniére collecte de données. Ces données 
seront ensuite envoyées 4 l'exploitant du service de 
télévision a péage, a des fins de facturation et de 


planification du marché. 


Une description détaillée du systéme envisagé est 


jointe en annexe. 


L'une des premiéres caractéristiques de ce 
systéme est l'utilisation des installations existantes, 
notamment les céseaux unidirectionnels de télévision par 
cable d'une capacité convenable, et le réseau téléphonique. 
Par conséquent, grace & l'économie que permettrait cette 
utilisation conjointe des installations, le syst@me 
pourrait 6tre mis sur pied 4 un cotit additionnel minime 
pour le public. Dans les grands centres, les syst@émes de 
télédistribution hautement développés seraient en mesure, 


avec un minimum de changements, d'assurer l'accés 4 
un marché déj& acquis dont il faudrait exploiter les 
possibilités. La formule adoptée permettrait 4 1l'abonné 
de faire une sGlection spontanée des 6missions qu'il 


désire voir et d'obtenir une réponse rapide 4 ses 


demandes. 


Ainsi, les exploitants de services de télévision 
a péage, qu'ils utilisent les inetallations de transmission 
a large bande de Bell Canada, leurs propres installations 
ou celles d'un autre fournisseur, pourraient louer de 
Bell Canada un systéme complémentaire de sélection et de 
mesure d'utilisation, qui serait attrayant tant sur le 
plan du service que sur celui du cotit. Cela permettrait 
alors aux exploitants de consacrer une plus grande partie 
de leurs ressources et de leurs efforts & la programmation 


et & la préparation d'émissions. 


A ce jour, le programme de recherche entrepris 
par les Recherches Bell-Northern a4 la demande de Bell 
Canada, a conduit 4 la mise au point d'un systéme plein 
de promesses. Bell Canada est préte a envisager des 
6tudes plus poussées lorsque la politique du Conseil sera 
connue, et c'est alors que les possibilités du marché 
pourront 6tre 6valuées de fagon plus précise. 


Dans scn projet de politique, le Conseil prévoit 
que la télévision a péage offrira de nouveaux débouchés 
aux industries canadiennes de radiodiffusion et de produc- 
tion d'émissions. Nous aimerions ajouter que la politique 
de ce dernier devrait 6galement tendre & renrorcer le 
secteur canadien de la recherche et du développement 


technique de méme que le secteur manufacturier dans 
ce nouveau champ d'activité. Nous croyons que la 
proposition formulée plus haut présente cette 
possibilité. 


Bell Canada a fourni dans une large mesure, 
et continue de le faire, le “médium" qui transmet le 
"message" des radiodiffuseurs et des entreprises de 
t6élédistribution. Elle peut jouer un r6le analogue et 
encore plus important dans le Gcwaine de la télévision 
a péage et désire le faire. 


ANNEXE 


SYSTEME DE COMMANDE ET DE RELEVES 
D'UTILISATION POUR LA TELEVISION A PEAGE 


~ 


Bell Canada s'emploie présentement a mettre au 
point un systéme de commande et de relevés d'utilisation 
pour la télévision a péage qui serait l'un des 6léments 
essentiels d'un systéme global de télévision 4a péage. 

La compagnie présume que les émissions a péage seraient 
diffusées A partir d'un studio de t*lévision a pe@age 
et que la facturation serait fonction du nombre d'émissions 


regardées. 


Le systéme est congu de maniére 4 favoriser le 
développement d'un systéme de télévision & péage, car il 
constitue un moyen souple et économique d'assurer le 
service, par l'intermédiaire du réseau téléphonique, sans 
toutefois que L'abonné n'ait a commander les émissions 


de son choix par téléphone. 


Ce systéme comporte un dispositif qui enregistre, 
chez l'abonné, le détail des émissions regarcées par 
l'entremise des canaux 4 péage. Les données peuvent 
ensuite 6tre relevées 4 distance, au moment approprié, 


au moyen du réseau téléphonique. 


On trouvera ci-aprés un apergu des caractéris- 


tiques du systéme et de son fonctionnement. 


Emissions de la télévision a péage 


On a congu le systéme en présumant que les 
exploitants d'une entreprise de télévision a péage 
diffuseront leurs émissions selon les modalités suivantes: 


- les émissions seront transmises selon un horaire 


6tabli, pcur un ou plusieurs canaux; 


- les abonnés du service de télévision 4 péage 
seront informés 4 l'avance de la programmation 
par un canal diffusant gratuitement cette 


information Ou par un autre moyen; 


- les signaux des canaux 4 péage seront brouillés 


afin d'en réserver l'accés aux abonnés seulement; 


-~ des signaux seront intégrés aux émissions 


transmises afin d'en permettre l'identification. 


Caractéristigues du syst@éme de commande et de relevés G'utilisation 


Afin de répondre aux besoins tant de l'exploitant 
d'une entreprise de télévision 4 péage qu'd ceux des 


abonnés, le systéme comportera les aspects suivants: 


- relevés d'utilisation: un compteur enregistre les 


choix d'émissions de l'abonn&é et la durée de l'écoute; 


- souplesse de facturation: comme la durée de 1l'écoute 
est calculée en fonction de chaque émission, 
l'exploitant d'une entreprise de télévision 4 
péage a la possibilité d'offrir diverses 


formules de facturation, par exemple: 
- facturation globale 
- facturation d'émissions spéciales 


- données d'analyse du marché: les relevés d'utilisa- 
tion par 6émission, joints aux statistiques courantes 
relatives a l'écoute, facilitent 1'évaluation de 
l'accueil fait par les téléspectateurs 4 la 


programmation; 


- sécurité: le syst@me est congu de fagon a4 empécher 


toute utilisation frauduleuse; 


- utilisation simple: pour commander une émission, 
l'abonné n'a qu'a choisir le canal voulu 4 
l'aide du sélecteur de canal (qui, dans les 
syst@mes des grands centres urbains, serait 
probahlement le convertisseur placé sur l'appareil) 
et A déverrouiller l'unité de commande TVAP. Le 
dispositif de verrouillage sert 4 protéger le 


systéme contre tout emploi abusif. 


Caractéristiques de fonctionnement 


Le schéma ci-joint illustre de fagon simplifiée 
la configuration générale du syst@éme, qui ccmportera les 


modalités de fonctionnement suivantes: 


- les 6émissions sont diffusées 4 partir d'un 
studio de télévision a péage aussi appelé 
"t&éte de cable", oW le brouillage du signal 


vidéo est effectué; 


- les Gmissions sont transmises par les ondes 


UHF ou au moyen du cable; 


- le syst@me prévoit l'utilisation de plus 


d'un canal a péage; 


-~ la collecte des relevés d'utilisation 
s'effectue au moyen du réseau téléphonique 


existant; 


- la nécessité de systémes cotteux de trans- 
mission bidirectionnelle par cable se trouve 


de ce fait @6liminée; 


- l'unité de commande TVAP est raccordée au 
sélecteur de canal et au téléviseur. Aprés 
avoir choisi un canal, l'abonné commande 


une 6mission en déverrouillant l'unité de 


commande TVAP. Le signal vidéo d'arrivée 
est débrouillé, et l'unité de commande TVAP, 
munie d'une mémoire et de circuits de 
contréle, enregistre le numéro de 1'émission 


et sa durée; 


3 intervalles donnés, un ordinateur situé 
dans un central de Bell Canada interroge 
les unités de commande TVAP, en utilisai.t 
le réseau téléphonique. Le raccordement se 
fait automatiquement et un code d'accés 
programmé permet de s'assurer si la bonne 
unité de zsommande TVAP a été atteinte; 

si oui, les données d'utilisation enregis- 
trées par l'unité de commande TVAP sont 
alors transmises 4 l'ordinateur qui ena 


fait la demande; 


les relevés d'émissions 4 péage regardées par 
chaque abonné sont enregistrés par l'ordinateur 
et transmis 4 l'exploitant du systéme de 
télévision 4 péage 4 intervalles donnés, sous 
une forme qui se préte bien @ la facturation 


et 4 l'arnalyse statistique. 
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Dear Mr. Boyle, 


Re: Proposed Guidelines for the Introduction 
of Pay Television in Canada. 


Our Company supports the brief on the akove subject 
submitted on behalf of the Private Television Broadcasters 
in Canada. 


We also support the submission by the Global Television 
Network as one of the growing number of independent television 
stations across Canada. Their brief is an imaginative and very 
different approach to the problem. Those striking differences 
serve to illustrate the scope and complexity of this subject. 


As you well know CKVU-TV commenced broadcasting on 
September 5th, 1976. 


As Canada's newest English language television station 
we have some unique and special concerns for our very survival 
if Pay TV should come to this area via cable in the near future. 
The cities of Vancouver and Victoria have probably the highest 
penetration of cable in the world. Approximately 85% of the 
homes in Vancouver and 90% of the homes in Victoria are served 
by cable. 


As a UHF t2levision station operating on Channel 21 we 
are almost totally dependent on cable to reach our viewers. 


The very limited experience of Pay TV in the United States 
seems to indicate that areas heavily saturated by cable suffer 
a substantial loss of subscriber& due to periodic disatisfaction 
with the quality of fare offered on the special channel and the 
substantial savings to the subsciiber if the entire service is 
cancelled. 


Because of the saturation of cable in our area it may well 
be considered as a test market. This could create a greater 
problem for CXVU than perhaps any other station in Canada. 


The first few years of any new station's existence are 
the most precarious. It will probably be some years before 
CKVU operates at a profit. Any further fragmentation of 
our television audience could forestall that day indefinitely. 


Only if every American television show available to this 
Vancouver-Victoria area was purchased by Canadian stations 
and a policy of total deletion and substitution carried out on 
the U.S. Channels currently showing these programmes on cable 
would there be sufficient income to offset the potential 
damage caused by the introduction of Pay TV in the near 
future. 


It is our opinion that the whole question of Pay TV is in 
its embryonic stage. Nothing will be gained by rushing into | 
this next giant step in electronic entertaiiment but staggering 
damage to the Canadian Television industry could result. 
Yours sincerely, 


Western Approaches Limited 
CKVU-TV 


pea ka 


W. E. Bellman 
Vice President 


cc: (2) Secretary-General of Licensing 
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COMMENTAIRE SECRETARIAE 
Ocy 1 1976 


Mr. Harry Boyle, me C0. 
Chairman, ; $s $3 3 


Canadian Radio-Television and Telecommunieations 
Commission, 

Berger Building, 

100 Metcalfe Street, 

Ottawa, Ontario. 

K1A ON2 


September 30, 1976 


Dear Mr. Boyle: 


I take pleasure in submitting a brief summary of the 
views of CanWest Broadcasting Ltd.,operators of Television Station 
= CKND, Winnipeg, with respect to the Commission's current deliber- 
ations on the subject of Pay Television for Canada. 


It will be noted that we are signatories to the sub- 
mission made’ on behalf of all of the Private Telecasters in 
Canada, as well as to the submission of the Independent Telecas- 
ters, namely, Glooval Communications, and CKVU-TV, Vancouver. 

The submission of CanWest Broadcasting Ltd. deals primarily with 
the situation in our own province, and the likely impact of Pay 
Television on us as an.individual station. 


In order to avoid a very lengthy submission, we have 
stated conclusions and recommendations only, and our views in 
summary form. However, we do have considerable data and evidence 
with which we believe we can support those reconmendations, 
conclusions and views, and we look forward to an opportunity 
at the hearing to doing so, in answer to any questions the 
Commission may have. 


Yours very//trply, 


THe As Ke 
Zhaisggt of the Board 
CanWest Broadcasting Ltd. 
Operators of CKND-TV, Winnipeg. 
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TO: Canadian Radio-Television and Telecommunications Commission 
FROM: CanWest Broadcasting Ltd. 
oa (Operators of CKND-TV, Winnipeg) 


COMMENT 
COMMENTAIRE 


SUBJECT: Pay Television 


INTRODUCTION: 


CanWest Broadcasting Ltd. welcomes the opportunity to express 
its views and make its Se ane to the Commission on the subject 
of pay television for Canada, and expresses its appreciation to the 
Commission for having chosen to proceed as it has in this very import- 
ant matter. It will be noted that CanWest is a signatory to the 
Submission made on behalf of the Private Television Broadcasters, 
which submission was endorsed, with the understanding that each of 
the signatories would be free to express their own views in addition 
to the industry concensus, with particular emphasis on the conditions 


they individually face. 


As the Commission knows, CanWest Broadcasting Ltd. was 
licensed to carry on an English language television broadcasting under- 
taking, in September, 1974, as an independent, non-network affiliated 
station serving primarily Winnipeg, and ultimately the Manitoba region. 
Broadcasting commenced on September 1, 1975, and the station has just 
completed its first year of broadcasting. Needless to say, and as was 
expected, the company experienced a loss in its first year of operations, 
and is expecting that the loss will be repeated in its 1976-7 year. 
We point this out merely to draw the Commission's attention to the 
fact that when it decided to grant independent stations new television 


licences in Edmonton, Calgary, Vancouver, Winnipejy and Toronto to 


commence a third service in Canada, separate from CBC and from CTV, 
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pay television was not on the horizon, and, in fact, the Commission 
was latterly of the view that it was premature ti) introduce pay tele- 
vision to Canada at this time. That is a view with which we concur, 
: a we have concluded that the introduction of any further competition 


~ into our region would seriously threaten the survival of our station. 


THE WINNIPEG SITUATION 

Prior to the licensing of CanWest, Wirnipeg and a large part 
of Manitoba were served by the CBC, the CTV, KCND-TV (an American 
border television station) and three US television stations, whose 


Signals are imported and distributed by way of cable. 


In doing the economic analysis which led to our application 
for the licence we hold, we reached the conclusion that a third tele- 
vision station could not be viable in Winnipeg and produce anything 
of real quality for the community, unless the then-current competitive 
position (competitive for both audience and revenue to support quality 
programming) was altered. KCND-TV,alone, the American border station, 
was siphoning nearly $2 million per year of advertising revenues from 
the Winnipeg market, as well as holding substantial audience. We 
concluded that tne only means of establishing a quality television 
station in Winnipeg, and filling the need for strong. locally-oriented 
broadcasting service, would be to repatriate those advertising dollars, 
and, as the Commission knows, the owners of CKND purchased the American 
television station assets from KCND-TV and closed it down, concurrent 
with the commencement of broadcasting of CKND-TV *n Winnipeg. Thus a 


potentially viabie quality Canadian third service could be launched. 
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That arrangement permitted the independent Winnipeg tele- 
vision station to aim fairly high in its programming, and today we can 


proudly say that in our first year of broadcasting we truly created 


something new -~ something that wasn't there before we came on the & 
scene ~- over thirty hours per week of locally produced programming. 


With our mobile studio, we have added a new dimension to viewing in 

Our city, and events which have tae before been given an audience, 
from sport to rural fairs and exhibitions, to multi-cultural activities 
are now regularly seen by a potential audience of over 700,000 Mani- 
tobans - 70% of the total province. And we plan even greater expansion 


of this service in the future. 


However, the Winnipeg situation is quite different from that 
to be found in other centres in Canada. We do not have an audience 
growth factor through population expansion. The population of Canada 
grows at the rate of 1.5 per cent per year, as a basic minimum; the 
population of Manitoba grows at .6 per cent per year. The population 
of Winnipeg grows at the rate of 1.5 per cent per year, while Vancouver 
grows at 4 per cent, Edmonton at 3 per cent, and the Niagara Peninsula 
and Toronto at 44 per cent. The point is that the competition for 
advertising dollars in Winnipeg is extremely tight, and the competition 


for viewers is even more intense. 


Notwithstanding CanWest's view that the competitive forces 
in Winnipeg are more than adequate, and that a new force should not 
be introduced, the cable television stations have, since CanWest com- 
menced broadcasting, imported a fourth United States television signal, 


being the American Public Broadcasting Service, which again contributes 
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to undue audience fragmentation in our area. As well, the cable 
stations have beer permitted to microwave the American signals into 
Winnipeg, thus improving the quality of their signal and their com- 


petitiveness for audience. 


A further word and warning signal about the American PBS 


programming which has been allowed into our market. Without commenting 


on the quality of this American programming, it is already clear to 
us that this presents a new threat for our future growth. And what 
is more, it is rapidly becoming a kind of U.S. Pay T.V. in our area. 
PBS makes regular appeals for financial contributions from Manitobans 


in order to finance its programming. And Manitobans are responding. 


The attached Exhibit A,being an excerpt from an April 5, 
1976 Winnipeg Free Press Report, indicates that of the 6000 financial 
subscribers to the Fargo, North Dakota station, at least 1000 are 
Manitobans -- nearly 17 per cent. Our own estimate is that since 
April, because of the intensity of the appeals fur money from Can- 
adians, that number has increased substantially, and we have reason 
to believe that the figure of $75,000 will be the amount paid this 
year by Manitobans for this American service. If so, what will it 


grow to in the future? 


Perhaps the Commission might consider this problem at 
another time, but the fact that this kind of U.S. Voluntary Pay TV 


has entered our scene should not go unnoted in your deliberations. 


Winnipeg has one further anomaly, which is not necessarily 
present in other markets, and which must be taken into account in 


your decision as to (a) whether or not a new competitive service 
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should be injected , and (b) who should deliver this service. CKND- 
TV's major competitor for audience, namely, CKY-TV, is part of a 
corporate group which controls the largest cable outlet as well as 
one of the strongest radio stations in our broadcast area. Thus, 
with cable penetration approaching 80 per cent, our major competitor © 
is far more insulated against any further fragmentation or program 


siphoning, than are we. 


This point deserves to be underlined. Because of the Slow- 
population growth situation, the Winnipeg market may well be seid to 
be fully serviced at present, without the intoduction of pay tele- 
vision. The danger of audience fragmentation and its disastrous effect 
is no better demonstrated anywhere in Canada than in Winnipeg. If 50 
per cent of the people who are presently served with cable television 
are taken away from off-air stations by Pay-TV for only five hours per 
week each, there would be a massive loss of audience, a massive loss of 
revenue, which might well result in the inability of the off-air 
broadcasters to perform their commitments to the CRTC in the manner 
in which they would desire, because the only variable cost which a 
broadcaster can work with in order to protect himself against competition 
is his programming cost, and it would be unfortunate indeed if the 
quality of television programming by off-air broadcasters were to suffer 
as a result of the introduction of a new competitive force. We know 
of no way to introduce Pay Televison without this result unless the 
fruits of that service are totally committed and directed to Supporting 
the private off-air broadcasters who are the only ones who will suffer 


from the success of the new service. 


CANWEST'S ATTITUDE 

We are not against progress; nor do we wish to appear to 
be attempting to protect a monopolistic positton - far from it. And 
we sincerely salute CRTC for taking this orderly and reasoned approach 
to the issue of pay television. But we do raise the question: why 
pay television? Is there a genuine demand for it, or are we inadvert- 
antly and unwisely creating that demand ourselves by the current 
dialogue? Will the massive capital ccsts associated with it be con- 
sidered a useful allocation of Canadian resources? Will the consumer 
spending in connection with purchasing programs turn out to be an 
intelligent use of disposable income, or will we be merely creating 


one more gadget in an already cluttered marketplace? 


These questions appear to be philosophical, but it is our 
contention that this is the time to be philosophical and not ten years 
from now when we may have created as a fait accompli something which 


is adverse to the best interests of Canadians. 


May we also observe that Canada already has pay television. 
The taxpayers of Canada spent over $400 million last year paying the 
cost of the national CBC system. This is where we differ dramatically 
from the United States and why it is often dangerous to build a 
Canadian broadcasting system based on the American model. The public 
is paying for so-called "free" television on the most rational basis 
possible, througn the purchase or rejection of advertiser products. And 
what is cable television if it is not pay television. So we are really 
talking about a new kind of pay television - perhaps better titled sub- 
scription television. The only thing that can distinguish this new 


service from what hes gone before it is if payment is made selective on a 
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pay-per-program basis. We will elaborate on that point further. 
But the central philosophical issue before the Commission is 
still "why pay television?" We believe that it would be counter- 


productive to Canadian televison broadcasting and to the establishment . 


of quality production in this country if pay television were to become 
another outlet for foreign programming. Television is one of the few 
industries in Canada which is not protected frow foreign competition 
by tariffs, subsidies, grants, and the like. The feature film in- 
dustry obtains financing through CFDC; television production does not. 
If one builds a potato processing plant in Weyburn, Saskatchewan, he 
qualifies for a DREE Grant of up to 25 per cent of his capital cost plus 
low cost government development agency financing; no real support is 
available to the broadcaster who is charged with the responsbility of 
communicating the character,culture, information and personality es- 
sential to Canadian national well-being. In the name of freedom from 
censorship we have already made it nearly impossible for Canadian 
artists, writers, musicians, actors and producers to earn a living 

in their own country, but that's another issue. Now we are contem- 


plating adding a further competitive factor agaist them. 


This is not to say that there should not be pay television, 
in the sense the Commission is considering. In fact, if we adhered 
to the fundamental argument in favour of establishing pay television, 
When it was conceived, intellectually, there is unquestionably a need 
for this service. We are speaking of the need to serve the "special 
interest" or "minority market". Because of the cost of television 
broadcasting, with notable exceptions, but in the main, free tele- 


vision must generally aim at a mass audience. Thus, specialty inter- 
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ests are left unserved, to some extent. 


This is the area in which pay television could be useful. 


The revenue one can obtain from producing and communicating a per- 


formance which is watched by only 2000 
to be able to attract the revenue which 
that would make that particular program 
if 2000 people each paid $3.00 on - pay 
that program, it might well be possible 
audience. This applies particularly to 


tional programs. 


viewers is generally insufficient 
Supports the amount of budget 
economically possible. But 
television station to watch 

to present it to its limited 


the arts and to certain educa- 


Thus ideally, pay television would be minority or special 


interest broadcasting which would fill the gap which currently exists. 


If that is the direction which the Commission endorses, we belive 


that it will be rendering an important service ky the introduction of 


pay television. If, however, the decision is to aim the new service at 


the mass market, then particularly in a 


city like Winnipeg, the audience 


fragmentation that would result, may threaten a deterioration of the 


existing services and curtail the ability of existing broadcasters to 


keep improving those services. 


SOME PROBLEMS WITH PAY TELEVISION AT THIS TIME 


The Directors of CanWest have undertaken considerable re- 


Search in respect to programming, technology, marketing and financing 


of both existing and potential Pay-TV systems in the United States. We 


accumulated considerable data, much of which flashes red warning iights 


to us. 
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We are not taking the Commission's time at this stage to set 


out the information gained from that research, because much of it is 


set out or implied in the Submission of the Private Sector Broad- 


casters and the Independent Television Broadcasters Submission, both 


of which we have formally endorsed. cm 


However, we wish to emphasize what we perceive to be the 


most significant difficulties which must be overcome before a national 


Pay-TV system is authorized: 


1. 


The technology for providing this service is not yet complete. In- 
deed there are competing techniques for distributing the new service, 
and until further research and implementation is complete, it would 
be unwise to commit tens of millions of dollars to a system which 


might become obsolete in a matter of years. 


Pay television cannot be introduced on a mass appeal basis without 
reducing the audiences and the revnues available to private broad- 
casters, and without it being necessary for the regulations affect- 
ing them to be changed to allow them to compete in a new world. 
There is insufficient programming, both Canadian and foreign, to 
Support a pay television system and the private broadcasting 


system. 


The research on audience potentiality and consumer habits is highly 
speculative at this stage. We have studied most of the data avail- 
able, and regard it as unhelpful, because it is fundamentally 
oriented to the American market, where the industry is in its 


infancy, and experiencing volatile results. 


\ »y 
tee 


1. 
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CANWEST'S RECOMMENDATIONS 


Pay television, on a mass appeal basis, should be deferred, at 
least until the independent television stations, all of whom have 
been licensed within the last two or three years, are operating 
profitably and fulfilling their broadcasting markets successfully 


both in quantity and quality. 


When pay television is introduced, it should be introduced as 
"minority" or "specialty" broadcasting, programming essentially 
those things which are too expensive for free television, or for 
which there is insufficient "free" audience to make that program- 


ming economically possible. 


If and when pay television is introduced, it should be a service 
Operated by the private sector broadcasters of Canada, because 
it is they who have the program experience, and it is they who 
will suffer the most severe adverse results, to the extent that 
pay television reduces audiences. It follows that it should be 
they as a group, which receive the revenues xrom this new service 


to replace the revenues it will take away from them. 


The pay television system should not be such as requires the 
consumer to purchase a package of programs. Rather, the technology 
that should be approved should be such as will permit him to 

"pay as he views" on a selective basis. Pay television shauild thus 
be originated with off-air broadcasting so that the public is not 
forced to subscribe to cable television in order to receive pay 
television. It is only in this way that Canadians who, like so 


many Manitobans, are not served by cable and thus would be deprived 


of 
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service if the delivery system were exclusively on cable. 


This has particular relevance in Manitoba and Saskatchewan. 


To the extent that pay television does go ahead, all private 
broadcasters should be entitled to participate in it on an 
equitable basis, as between broadcasters serving the same ter- 
ritory. We suggest that the division of equity be based on 
the number of households served by the broadcasters in each 
territory, much along the lines that have been recommended in 
the private sector submission to the Commission. To that end, 
the equity should be adjusted from time to time as each broad- 


caster's signal is extended to service additional households. 


Applications for pay television licences shovld be deferred 
until two or three off-air subscription TV franchises have been 
granted and are operating in the United States, so that the 
technology can be monitored, audience viewing habits measured, 
and the off-air system compared with the cable system. At 

that point the Commission could decide which technique would be 


more appropriate for Canada. 


Before literally tens if not hundreds of millions of dollars 
are committed in equipment, hardware, transmission facilities, 
etc., one test area should be selected and operated for two or 
three years before the final plan for the entire country is 
chosen. Clearly, because of population density, that test area 


should be the Toronto and Southern Ontario region. 


If pay television is to be introduced on a commercial, rather 


than a specialty interest programming basis, we urge the Com- 


10. 
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mission to adopt stringent rules to devise the kind of pro- 
gramming which will be exclusively available to pay television, 
and what will be left to free broadcasters. We endorse the views 
in general contained in the Private Sector Broadcasters" Brief 


in this regard. 


Notwithstanding Paragraph 8, we wonder if the Canadian brand of 
Pay-TV, if and whenever it pores? shouldn't be reserved almost 
exclusively for Canadian production. We are convinced that further 
analysis of this ideal is warranted before the final decision 

is made. We recognize the tremendous difficulty with this 
proposition but if it could be implemented, the results would 

be so valuable as to render any delay its implementation might 
cause to be miniscule. We will be prepared to put forward specific 
methods whereby this could be accomplished, but such a proposition 
could not be brought to reality unless the Government of Canada 
becomes as serious about establishing a quality production in- 
dustry in Canada as it is about promoting and supporting exports 


of other Canadian products to international markets. 


We also suggest that prior to the Commission's rendering its 
decisions in respect to the current hearings on pay television, 
that the attitudes of the average Canadian be sampled, profes- 
sionally, to determine whether or not, indeed, any demand for 


pay television exists at this time. 


We urge that the Government of Canada enact such legislation, 
or make such references to the Supreme Court of Canada as it 


may deem necessary to determine the jurisdictional issues as 
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between the Federal and Provincial governmerts in connection 
with pay television, so that the situation can be frozen until 
a comprehensive plan can be implemented, if at all. Above all. 
we urge the Commission and the Government of Canada not to be 
stampeded or influenced to take action, any action at all, based € 
on preserving its constitutional primacy over the provinces’ in 
the area of Pay-TV broadcasting. We suggest the Federal govern - 
ment has other avenues of asserting and affecting this primacy with- 
out adopting a "Possession is 9/10ths of the Law" posture. We 
do assert that the Federal Government should take vigorous and 
unmistakably clear steps to preserve its constitutional authority 
in this area so as to preserve our industry from becoming the victim 
of a Federal-Provincial constitutional battl2,lest we suffer 
the same disastrous fate as has befallen other industries which 
have innocently, yet near-fatally, become the football in such 


counter-productive exercises. 


We once again recommend that the Commission exercise extreme 
caution in this entire matter in order to ensure that incalcuable 
damage is not done to the already fragile Canadian private broad- 
casting system in the name of "progress". We look forward to the 
opportunity of supporting and expanding the foregoing views during the 
public hearings in connection with Pay Television. 


All of which is respectfully submitted by 


CANWEST BROADCASTING LTD. 

(Operators of Television Station CKND) 
603 St. Mary's Road 

Winnipeg, Manitoba 
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Mr. Harry Boyle, 

Chairman, 

Canadian Radio-Television Commission, 
100 Metcalfe Street, 

OTTAWA, Ontario. 

K1A ON2 


Mr. Boyle: 
Re: Pay Television in Canada 


The attached presentation is a serious effort by Global 
Communications Limited to come to grips with the serious 
issue of an orderly introduction of Pay Television into 
this country. 


Global is also a signatory to a brief submitted by the 
Private Television Broadcasters in Canada regardless of 
their network affiliation or independent status. We also 
endorse the submission by the Canadian Association of 
Broadcasters. In reference to the former, the private 
broadcasters' submission, we consider it necessary to go 
on record that, although we agree whole-heartedly with 
these broadcasters in their concern at the irreparable 
damage which could be caused by the premature or incorrect 
introduction of Pay Television into this country, we do 
not fully agree with forecasts and financial projections 
we have seen in reference to this brief. And, we believe, 
there is a better way to achieve governmental abjectives 
than the manner outlined in this same submission. 


</2 


Global Television Network Toronto, Canada: 8] Barber Greene Road, Don Mills M3C 2A3/Phone (416) 446-5311 
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At the same time, we believe it is in the interest of 

all privately-owned television companies to sign and submit 

this submission. I am sure the CRTC can appreciate that 

the preparation and finalizing of a document to represent 

all voices from within the privately-owned sector is a 
major accomplishment and a credit to the many participants. € 


And, just as Global agrees with the overview submitted by 
the private television broadcasters but not necessarily 
with some specifics, so I suggest would certain other 
Canadian independents (CKND Winnipeg, CITV Edmonton and 
CKVU Vancouver) thus view the Global/Independents' submission. 
There are certain areas where we are not all in complete 
accord; however, we do believe we have taken a responsible 
position. Our concerns are obvious but the government 
objectives are meritorious. We think, possibly, this plan 
develops a flow-through logic which eliminates many of the 
negative concerns and still seems a practical approach to 
assisting the Canadian production industry. 


wea: 
“Allan Slaight, 
President. 
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Ivan Illich, the educational philosopher, once observed that an 
American truck in Latin America can be a more destructive 
cultural force than an American tank. 


Why ? Because not many people will see the tank. But by 
seeing the truck, thousands of people form their first ideas of 
what a truck should be. A truck must have windshield wipers, 
even in a country where it seldom rains. A truck must have 
luxurious padded Seats, even in a country where most people 
walk. A truck must have vast horsepower, even in an energy- 
short country. The very existence of a foreign model, in other 
words, can be a destructive influence because it limits the 
imagination. Instead of devising totally new solutions that are 
uniquely suited to its own needs, the importing country adapts 
itself to solutions from abroad. It does not innovate; it adapts. 
it does not create; it copies. It becomes a colony in the empire 


of imagination. 


lilich’s observation is applicable to the debate over Pay TV. 
Instead of harnessing the available technology to create some- 
thing new, Canadians are being encouraged to modify our 
existing broadcasting system to accommodate, hopefully with 
a minimum of damage, a model invented somewhere else. The 
probable result? We will pay a little more to make a foreign 
country a little richer, to make ourselves a little more like 
Americans and a little less like ourselves. 


The American model, in this Case, means commercial-free, 
mass-appeal programming — mainly movies, sports and special 
events — that are delivered to subscribers’ homes via cable. 
The subscriber pays to receive either a special Pay TV channel, 
or selects and pays for individual programs of his choice. 


In this presentation, we are trying to make two main points: 


(1) The mass-appeal American version of Pay TV, if imported 
wholesale into Canada, could be a disaster for the existing 
broadcasting system, and a denial of the national objec- 
tives spelled out in the Broadcasting Act; 


and 


(2) The best way to meet the government's objectives for Pay 
TV is by a unique approach based on the exact reverse of 
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The Need for 
innovation 


mass-appeal programming. Global calls this approach 
Target Television, and we will be describing it in detail 
later in this presentation. 


e Dangers andthe Wearean independent television company, and our submission 
Challenge has been endorsed by a number of independent broadcasters 
across the country. Global alone serves a market of eight 
million Canadians. Other independent stations serve Winnipeg, 
Vancouver and Edmonton. Together, we represent more than 
~ an assortment of individual broadcasters. In much of English- 
speaking Canada, we already offer an alternative to the basic 
.. television service offered by CTV and the CBC. 
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We speak for an important seament of the broadcasting indus- 
try when we Say that we do NOT welcome the introduction of 
American-style Pay TV into Canada. We do NOT believe that 

~ it will confer automatic benefits on the viewing public, or on 
the broadcasting and cable industries. We do NOT believe that 
it is necessary, or even inevitable. We do NOT believe that the 
introduction of Pay TV will automatically further the objectives 
of the Broadcasting Act. We are NOT even convinced that it 
will be profitable, for broadcasters or cable operators or anyone 
else. We are concerned that the introduction of Pay TV into 
Canada would become yet another example of cultural and 
economic imperialism. At its worst, Pay TV could mean only 
the enrichment of a handful of American film-production and 
equipment manufacturing firms, at the expense of the Canadian 
television viewer, and to the detriment of the Canadian produc- 
tion industry. 


It could affect the prosperity of the entire Canadian broadcast- 
ing industry. It could result in an affluent minority of Canadians 
paying to watch the kind of programs that most Canadians are 
now watching for free. In short, Pay TV could be a disaster, 
unless its introduction is accompanied by policies designed 
with due regard for the concerns of all segments, public and 
private, of that surprisingly fragile entity known as the Canadian 
broadcasting system. 


We are encouraged that the government is aware of some of 
the dangers. In her speech last June announcing the gov- 
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ernments’ Pay TV policy, the Minister of Communications, 
Madame Sauvé, enunciated three objectives for Pay TV in 
Canada: 


(1) “It must provide a range of programming which does r ot 
duplicate that now offered by broadcasters, and must do 
so without siphoning programs from the broadcasting 
system; 


(2) It must ensure the production of high-quality Canadian 
programs that Canadians will watch; 


(3) And it must ensure that programs are produced in Canada 
for international saie.”’ 


in our view, these three objectives reflect an admirable conce:n 
for the development of a viable Canadian production com- 
munity. We share that concern. But we believe that Pay TV, if it 
is economically and technologically patterned after that now 
prevailing in the U.S., would fail to achieve those objectives, 
and might actually make it impossible to achieve them. 


But if there are dangers, there are also opportunities. Pay TV 
could be structured in this country to provide the revenues 
necessary to create a flourishing Canadian production industry. 
It could mean more Canadian programs on broadcast TV, 
instead of fewer. It could create a new and more creative role 
for the cable industry in the broadcasting community. And it 
could provide all Canadians — not just a select group of cable 
subscribers in urban areas — with a genuine programming 
alternative. All this, we believe, could be achieved without 
further fragmentation of the audience that is the broadcasting 
industry's only real asset. 


Later in this presentation, we describe our proposal for Target: 
Television, an approach that represents a drastic departure from 
the structure of Pay TV as it has developed in the U.S. But 
innovation, we submit, is very much in the tradition of Canadian 
broadcasting. Every technological development in the indus- 
try’s history has been accompanied by legislative and regulatory 
solutions that are unique, and specifically suited to the Cana- 
dian situation. Our broadcasting system may look to some like 
a strange hybrid of public and private elements. But, by and 
large, it works. We want to see it continue to work — fulfilling 
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Pay TV: 
What Is It? 


even-more effectively the purposes of the Broadcasting Act: 
“to safeguard, enrich and strengthen the cultural, political, 
social and economic fabric of Canada.” 


The term Pay TV is deceptive. A// TV is “Pay TV”, in the sense 
that somebody — either sponsors, taxpayers or cable sub- 
scribers — has to pay for what appears on the screen. This may 
be a statement of the obvious, but it is worth repeating here. 


““s.< One of the central considerations in the Pay TV debate is the 


old question of value received for money paid. We believe one 


of the underlying objectives of broadcasting policy, although it 


.is not stated explicitly in the Act, should be to ensure that 


Canadians get their money's Oia. from the broadcasting 
system. 


At the moment in North Gee the means of receiving, and 
the methods of paying, are limited only by technology and by 
the ingenuity of entrepreneurs. Some Canadians receive ex- 


. panded cable service by buying or rent'ng converters that 


deliver as many as 25 channels. Guests in many hotels are 
offered current movies via closed-circuit TV on a pay-as-you- 
watch basis. Some apartment residents in Toronto are offered 


- Pay TV service via a dedicated coaxial cable that is MSE 


exclusively for that purpose. 


In the U.S., where Pay TV has already attracted approximately 
1% of the television households, viewers either pay on a per- 
program basis or by monthly subscription to watch programs 
brought to their homes by cable. And soun, they will watch 
over-the-air transmissions which they pay to unscramble with 
a decoder box. At the frontiers of technology, some viewers are 
receiving a form of Pay TV through the medium of home video- 
tape units, using purchased or rented cassettes. Major inter- 
national corporations are about to introduce video discs for 
home use. 


It is important to stress that none of these delivery systems, 
and none of these modes of payment, have established a 
position of clear dominance in the U.S. Fay TV market. The 
technology, and the means of marketing it, is in a state of flux. 
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The situation is reminiscent of the introduction of colour tele- 
vision to the United States. The Federal Communications Com- 
mission approved the CBS Color Wheel System and after 
several years of heavy investment and corresponding losses 
incurred in trying to make it work, the system was abandoned 
and replaced by the RCA shadow mask system. 


The present state of technological uncertainty in the field of 
Fay TV makes it imperative that we move slowly and choose 
carefully. Otherwise, we might find ourselves saddled with a 
system that is rapidly becoming obsolete. 


Mia, 
ENS we Yeas 


Canadians are often inclined to be an imitative people. The 
limits of our imagination tend to be set outside Our own 
borders. One of the objectives of our broadcasting system, in 
fact, is to expand those limits. Perhaps that is why most of the 
discussion about Pay TV in Canada, so far, has been circum- 
scribed by what we regard as @ mistaken and dangerous 
‘assumption: that the structure of Pay TV in Canada must, 
inevitably, closely resemble the mass-appeal Pay TV system 
that has evolved in the U.S. . 


We find it noteworthy that, in spite of all the press comment on 
the impending financial bonanza, no U.S. Pay TV operation, to 
our knowledge, is making money. We are also struck by how 
inapplicable the American experience is to Canadian condi. 
tions, which vary widely from city to city. The differences are 
SO great, in fact, that we find it hard to imagine a variation of 


the U.S. approach that would be universally applicable in 


Canada. 


Things are different up here. In many U.S. markets, Pay TV 


service is used simply as a joss-leader to achieve higher cable 
penetration. In some Canadian cities, notably Toronto and 
Vancouver, as many as 80 percent of homes with TV sets are 
cable subscribers. In many markets, Canadian viewers are 
presented with a profusion of choice not available to their U.S. 
counterparts. There are only a few Canadian cities where the 
addition of Pay TV to the cable service would significantly 
increase penetration; the service, to a much larger extent than 
in the U.S., would have to stand or fall on its own merits. 


The American System : 
and Why It 
Does Not Apply 


Several other factors suggest that the American experience is 

an unreliable guide to assessing the economic viability of Pay 

TV in Canada. It is the diversity of choice available to Canadian 

viewers — notably the choice of U.S. channels — that has re- 

sulted in the high penetration of Canadian cable TV. This same 

diversity is bound to affect the level of acceptance of Pay TV 

in Canada. A Stanford Research Institute Study for the Office 

} . ._, of TeleCommunication Policy, which attempted to forecast the 

a) ... demand for Pay TV in the U.S., used as its model, a city where 

; viewers could choose between three or four stations. Against 

; that kind of competition, the Stanford researchers concluded 

that the best Pay TV could hope for would be a penetration 
level of about 25 percent. a 


Beet : “But what would the Stanfora researchers say about Toronto, 
pat: 2h" where viewers can now choo-e between as many as 20 stations, 
| oss S22. and where they can see — for free — move than 400 movies 
“42° per month ? In the past year alone, Toronto viewers have been 
"offered — for free — The Godfather within two years of its 
:. theatre release; one of the most exciting series in the history of 
~, . hockey, the Canada Cup; and the most exhaustive coverage 
. ge» @Ver attempted of an athletic event, the CBC’s coverage of the 
‘~ Olympic Games. In assessing the economics of Pay TV in 
Canada’s richest television market, it seems relevant to enquire: 
__ what could Pay TV possibly deliver to Toronto that Toronto is 
' . . not already getting for free ? Viewed in this light, the popular 
i ; assumption of a 15 percent acceptance rate, in Toronto at least, 
Seems somewhat optimistic, especially when you consider that 
average disposable income in Canada is lower than in the 
United States. 


The Cost of Pay TV on the American model is expensive to install and 
Technology expensive to operate. We estimate that the capital cost could 
easily exceed $150. per househoid. 


If all Canadians were saints, this large Capital investment would 
not be necessary. There would be no need for scrambler sys- 
tems and decoder boxes, since each viewer would Keep track 
of the Pay TV programs he watched, and scrupulously pay 
what he owed to the cable company at the end of the month. 
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Newspapers once sold their product that way, from receptacles 
called “honour boxes.” Honour boxes are a thing of the past, 
and there is no place for its electronic equivalent in Pay TV. 
Somehow, each cable company must ensure that only those 
subscribers who pay for the service receive it. It is a major 
problem for cable companies now and it would be a much 
costlier problem in the era of Pay TV. 


American Pay TV companies have developed a wide array of 
approaches to this problem of security. All of them involve 
sophisticated electronic systems, all are expensive, and none are 
theft-proof. Some U.S. cable companies send out a scrambled 
signal, which must be decoded by a device installed in the 
subscriber's home. Other companies send out an unscrambled 
Pay TV signal, which then is “filtered out’’ before it reaches the 
homes of non-subscribers. Some companies charge their cus- 
_ tomers a monthly rate to receive a special Pay TV channal; 
others use sophisticated electronic devices that enable viewers 
to pay to watch specific programs. The technological options 
are as diverse as the markets served by Pay TV. But the problem 
of security is never simple, and it is never cheap. If 15 percent 
of Canada’s 2.7 million cable households signed up for Pay TV, 
the installation costs alone would be well in excess of $60 
million. 7 


An expenditure that large might be welcomed by the Canadian 

electronics industry. But the experience with cable TV con- 
verter boxes is not encouraging. Most of the converters now in 
use in Canadian homes were manufactured abroad, for the 
excellent reason that they can be produced more cheaply in 
Japan or Formosa than in, say, Kitchener, Ontario. One of the 
most striking economic consequences of American-style Pay 
TV in Canada, in other words, would be a massive expenditure 
on foreign equipment. 


lf American-style Pay TV is introduced into Canada, the rev- 
enues could be enormous. If we assume a million Canadian 
homes become Pay TV subscribers at $8 of $9 per month each, 
annual revenues would be in the $100 million range. Even on 
conservative estimates of Pay TV penetration, the revenues 
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Where Does the 
Money Come From — 
and Where Does 

it Go? 


would still be very large. !f 15 percent of the 2.7 million 
Canadian households which are now cable subscribers signed 
up for Pay TV, it would generate annual revenues in the $40 
million range. 


When you consider that the present cost of delivering an hour's 
worth of TV programming via conventional means of trans- 
mission is about four cents per Canadian viewer, it becomes 
apparent that the introduction of Pay TV on the American 
model represents a quantum leap in the amount that Canada, 
as a nation, is willing to invest in its broadcasting service. Even 
on conservative estimates, it would represent an expenditure 
by Canadians, in the first decade of Pay TV service, of several 
hundred million dollars. An ex; -nditure of this magnitude raises 
serious questions of national priorities. Are we really so rich 
that we can afford such a huge investment simply to enable a 


minority of urban Canadians to watch Jaws in their living rooms 


a year or so earlier than they could see it ori sponsored TV ? 


More important, where would the money go ? We have already 
suggested that most of the equipment would be purchased 
abroad. What about the costs of programming ? Assuming $100 
million in annual revenues, and assuming that government 
policy would be effective in ensuring that 15 percent (or $15 
million) of these revenues are devoted to Canadian program- 
ming, we estimate that $45 or $50 million per year must still be 
spent on foreign programming if Pay TV is to achieve the 
desired degree of penetration. Crawley Films would be thrown 
a bone, but Paramount and Twentieth-Century Fox would 
enjoy a feast. 


Besides, the new competition of Pay TV could have unfortunate 
side-effects for the Canadian entertainment industry. Obvi- 
ously, it is impossible to predict these effects with any degree 
of certainty. But it seems clear that a family that spends $9 a 
month to see first-run features at home will be less likely to 
spend $6—$8 per person to see a play at the National Arts 
Centre. TV audiences are not the only audiences capable of 
being fragmented by Pay TV. Audiences for ballet, for cinema, 
for athletic events, for legitimate theatre, for opera, for sym- 
phonies — all could be affected in some degree by the new 
competition for the entertainment consumer's time and money. 
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This form of fragmentation could be significant and it should 
give pause to those in the Canadian production community 
who regard Pay TV as a potential bonanza. An infusion of $15 
million per year or more may look tempting; but it is at least 
possible that the Canadian entertainment industry as a whole — 
and by that we mean everyone from usherettes to owners of 
baseball teams — could be losing more than the production 
community gains. 3 


The essence of the Canadian proposition is sharing. That is 
what Confederation was intended to promote, and that is what 
federalism is for: to ensure that the benefits of Canadian labour 
- and Canadian ingenuity are distributed as equitably as possible 
_ to all sections of the country. That is why some provinces, in 
* effect, subsidize others. And that is why the Broadcasting Act 
declares that “all Canadians are entitled to broadcasting service 
_in English and French as public funds become available.” The 
Act also states that “the programming provided by each broad- 
caster should be of high standard, using predominantly Cana- 
dian creative and other resources.” It is difficult. to see how 
either of these two aims can be furthered by the introduction 
of American-style Pay TV. | % cf 


At a time when 500,000 Canadians are still without official 
television service, the impact of Pay TV would be greatest in 
precisely those areas that now enjoy the widest diversity of 
viewing choice. The regional disparities that already exist in 
television service would merely increase. 


So, of course, would the cultural impact of foreign program- 
ming. For, make no mistake about it, Pay TV on the American 
model means only three things in terms of programming: 
movies, sports and specials. By far the richest source of these 
audience-building features is the United States. The Americans, 
after all, virtually invented mass entertainment, and they are 
still the world’s leaders in its production. Canadians, initially 
at least, simply will not pay $8 or $9 a month to watch “more 
of the same.” 


in return for this fairly substantial entertainment investment, 
they will demand biockbuster programs, and the U.S., at the 
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Who Gets Pay TV — 
and Who Does Not? 


moment, holds a near-monopoly on that particular commodity. 

We appreciate that Canadian content requirements will be a 

significant feature of whatever structure for Pay TV that the 

government chooses to adopt. But, we believe that however 

worthy the regulators’ intentions, their options in this regard 
— are severely limited. 


~ ~.. °...* How much Canadian content can be imposed on the system 
. _:. before it becomes unmarketable ? That is one of several delicate 
« dilemmas that the regulators of Pay TV will face. 


Can Siphoning Be Another problem will be how to regulate siphoning, by which 

Boropped?, we mean the tendency of Pay TV to appropriate the strongest 

"+." gudience-attracting features, including those that formerly 

a ee ‘; “ appeared on traditional TV. Canadian broadcasters are seldom 

-+s.UNanimous on anything but, all of them —- public and private, 

Oe ane and small — are utterly convinced that siphoning must 

a ! * and will occur, despite the government's best-intentioned 

ee » efforts to prevent it. Although the most flagrant instances of 

me ', Siphoaing could probably be discouraged, there is no way to 

rs a ea .os 2) prevent it entirely. The economics of the matter are simply too 
ee a, * brutally one-sided. 


= “With heavy capital investment and the potential of $100 million 
~ -.-. in annual revenues, Pay TV will be in a position to outbid public 
and private broadcasters for anything that large numbers of 
- people want to watch — and Pay TV may have to outbid, in 
_ order to attract and keep subscribers. Once established, the 
monster must be fed. If Pay TV had been operating in Canada 
for several years, could regulations have prevented Pay TV 
from outbidding the CBC or CTV for the Canada Cup series, 
thus denying it to the majority of Canadians ? Or could regula- 
tions have prevented the argument that there could only be a 
Canada Cup series if Pay TV revenue were available? And 
could any agency, human or divine, have prevented Alan 
Eagleson from selling TV rights to the series for as much as 

they would fetch ? 


All of these pressures could arrest or reverse the present trend 
towards more quality, both Canadian and foreign, in conven- 
tional television. Every time a traditional station loses a good 
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movie to Pay TV, it will be forced to substitute an inferior one, 
or settle for ones which have already had extensive plays on 
Pay TV. The result would be further audience loss, for the 
over-the-air broadcasting systems. This would be translated 
into cost-per-thousand efficiency comparisons that would 
force either a reduction in the broadcaster's advertising rates, 
or a movement by advertisers to other media. Either way, lower 
revenues for Canadian broadcasting might result, and a de- 
terioration of programming — including Canadian program- 
ming — might follow. While we are still wrestling with this 
new term — siphoning — the old foe - — — fragmentation — must 
Aes ae considered. 


in some large Canadian cities, the introduction of Pay TV would 
have a significant effect on cable penetration. In Edmonton, 
for instance, cable subscribers have been receiving only one 
U.S. commercial network, instead of three. This has kept pene- 
tration levels in the 40 to 50 percent range. The introduction 
of Pay TV would attract more cable subscribers, and could 
have a significant, and perhaps disastrous, impact on local 
broadcasters. Their market would be fragmented in two ways: 
they would lose audiences directly to Pay TV; but they would 
also lose audience by virtue of the fact that people who had 
signed up for cable in order to receive Pay TV would also tend 
to watch U.S. SEL UIs carried on cable, instead of Canadian 
ones. 


For some Canadian broadcasters, this double-edged frag- 
mentation would not merely threaten their profits, it would 
threaten their survival. Already, fragmentation has driven tre 
first Canadian TV station off the air; CHOV-TV in Pembroke, 
Ontario, ceased operations at the end of August, a victim of 
too many choices offered by cable. While it is hard to imagine 
a similar outcome in Edmonton, for instance, the audiences 
for Canadian stations have already been severely decreased by 
the availability of even one additional U.S. channel on cable. 
The addition of Pay TV to the equation could make a difficult 
situation unendurable. 
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Fragmentation 


Bilingualism: The bilingualism requirement, which has received surprisingly 
Another Difference little discussion in the Pay TV debate so far, is another example 


of a Canadian need that cannot easily be met by the American 
system of Pay TV. There is a legislative requirement that 
Canadian television, unlike its U.S. counterpart, must be made 
available to as many Canadians as is financially possible, and 
that the service be made available in the languages of both 
founding cultures. These considerations raust influence our 


ae! . choice of technology. 


‘ Should English and French versions of the same program 


~:'material be transmitted simultaneously (a technically possible 
~~ alternative), or at different times, or even to different homes at 


_different times, at the subscriber's option? Most major U.S. 


+" feature films are’ now releaseu in several different languages, 
/.. to permit simultaneous exhitition worldwide. This fact alone 


ae -“* presents both an opportunity and a challenge for Pay TV in | 


‘ .% 


“7 


: Canada. If, in fact, programs were bought for Canadian use in 


“both French and English, the costs might well be less than if | 
“separate French and English agencies made separate deals with 
222) American distribution companies. Most taxpayers would be 
ae °4 delighted at the prospect of bilingualism saving them money. 


“It should be borne in mind that the Canadian broadcasting 
'.'-, System now provides over-the-air television service in both 
-.:..., languages to most Canadians. More than 90 percent of all 
“2s. Canadians can now watch television in either French or English. 
_, Would American-style Pay TV even contemplate that kind 
of Canadianism ? 


The Threat of 
Obsolescence 


If bilingualism will influence our choice of Pay TV technology, 
so will the changing nature of that technology itself. The 
dynamic nature of broadcast technology has wisely been 
recognized in the Broadcasting Act, which declares that ‘‘the 
regulation and supervision of the Canadian broadcasting sys- 
tem should be flexible and readily adaptable to scientific and 
technical advances.” In other words, we must choose our 
machinery with due and prudent regard to what might get 
invented next; and nowhere is this more true than in the 
notoriously fluid area of cable TV technology. 


ale: 


One of the costliest dangers of importing, wholesale, the 
American system of Pay TV is that, after spending hundreds of 
millions of dollars to get the system in place, we might find 
ourselves burdened with a lot of obsolete or inappropriate 
machinery. What if we discover, after spending millions on a 
limited form of subscription service, that a pay-as-you-watch 
system is what Canadians really want ? . 


This argument assumes a special urgency when you consider 
the spectrum of services that cou/d be incorporated into a cable 
network: remote computer access, electronic shopping, moni- 
toring services, security services — a whole catalogue of spe- 
cialized functions that could be delivered to the home via 
coaxial cable. These applications are usually referred to as 
Broadband Communication Network Services, and there are 
studies indicating that some of these applications could be 
commercially feasible in the near future, if they were combined 
with a selective type of Pay TV service. If this is true, and we are 
not wise in our choice of technology, we could find ourselves 
stuck with hardware that impedes the contribution that cable 
TV can make to Canadian society. Should we not move slowly ? 
And if there must be a decoder box in every Canadian living 
room, should we not insist that it be the kind of box that 
can accommodate broadband services that may be offered in 


the near future? * 


Pet ttyhees is Global | 
Alternative t 


So far in this submission, we have dealt mainly with the 
potential dangers as we see them of introducing mass-appeal 
Pay TV into Canada. 


We now turn to an alternative approach which we, at Globai, 
regard as novel and exciting. It would provide Canadians — a// 
Canadians — with a genuine programming alternative. It would 
funnel! at least $30 million a year into Canadian production. It 
might create a substantial Canadian exporting industry. And it 
would do so by creating nothing less than a new species of 


~ television programming. What we propose has never been 


attempted before, because the technology and economics of 
television did not permit it: high-quality special interest pro- 


gramming. We call it Target Television. 


it is our contention that Target Television is inevitable as cable 
TV develops in the United Staves, and as vic'eo cassette or disc 
systems become commonplace. Canada, because of govern- 
ment initiative, and uniquely high cabie penetration levels, has 
an historic opportunity to lead the world in this field. Putting it 
as boldly as possible, we are proposing that Canada become 


~- world leaders in the production of TV. ee for people 


Target Television 


who are not watching TV. 


The Saturday Evening Post is dead. But Yachting carries more 
advertising pages than any magazine in America. Look and 
Life are dead. But another picture magazine called People, 
which specializes in personalities, is flourishing. Maclean's 
Magazine was in dire straits until it changed content and 
format to a magazine of news and information. At least half a 
dozen magazines have been launched in the past two years to 
cater to the new boom in citizens-band radio. City magazines 
such as Toronto Life, whose focus is local without being 
parochial, are flourishing all over North America. All of these 
magazines have one thing in common: excellence, the result 
of skill and money. 


We think the point is made: general interest magazines are 
largely a thing of the past, mainly because television claimed 
the time and attention of many people who are interested in 
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the broad spectrum and nothing in particular. But high quality 
special interest magazines — those aiming at a narrow audience 
with well-defined interests — are prospering. 


Much of the oft-expressed dissatisfaction with television pro- 
gramming is founded on this same principle. Because of its 
mass-appeal nature, the ability of television, as we know it, to 
cater to specialized tastes end interests ut excellence is ex- 
tremely limited. . 


And. yet, the interests are there. What network programmers 


view as a “mass” audience for expensive productions is actu- 
ally a vast assortment of individuals who, between them, 
nourish a vast assortment of passionate inteicsts. There are 
Bridge nuts and Scrabble freaks and rose- breeders and poodle- 
fanciers and war-game enthusiasts and clarinet players anc 
macramé craftspeople and amateur experts on everything from 
steam tractors to: 1920° s acrid to i occult studies ot William 
Butler Yeats. taht oan 


Reny ot tGeseh same ideoplae are sis extremely iierested in 
their work. Their specialized skills and knowledge are the 
foundation of our society. They know how to audit balance 
sheets and remove tonsils and a million other things; and all of 
them want to know more about their specialty. Target Television 
of exceptional quality would offer these people what television 
has never before been able to deliver. It would constitute a new 
phase in the development of the medium and it could be 
pioneered in Canada — if we are bold enough to accept the 
innovative challenge that Pay TV Jpbelbl 


Cable companies would allocate one additional channel, which 
would be used for all-Canadian program material. These pro- 
grams would be aimed at small, specialized audiences: all the 


~ interests we have mentioned above, plus hundreds more. In 


spite of their narrow scope, these programs would be designed 
for what Nicholas Johnston, the outspoken former FCC com- 
missioner, called the largest television audience of all: the 
audience that is not watching television. 
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How 
Target Television 
Would Work 


The programs wouid be produced by Canadian production 
companies. They would be financed by a requirement that 
each cable company spend at least $1 per month per equivalent 
subscriber on these programs. We assume that, in most cases, 
this additional cost would be passed on to the subscriber by 
the cable company, through an additional charge of $1 per 
month. This would immediately produce revenue in the range 
of about $33 million per year. We think it advisable that the 
' cable companies should be allowed to include in these costs 


rer ~ an allowance for administering the service, with a limit of, say, 


15 cents per equivalent subscriber. This would mean an im- 
mediate $5 million in additional revenue to the cable companies, 

-< but would still guarantee $28 million in distribution revenue in 
ay the first year for new Canadian peal 


Twenty- -eight million dolar may not seem large Phen com- 
pared to the gross revenues contemplated for mass-appeal 


sya Pay TV. But when one realizes that it is more than twice 
'. "CTV's budget for Canadian entertainment programming, the 


full impact on the production industry and quality of i Sapcoelty 
can readily be understood. | Sad 


The mathematics are fairly simple. But when compared to other 


~ Pay TV proposals that have been suggested, they are fairly 


dramatic. Assuming the popular estimate of 15 percent of total 
Pay TV revenues going to Canadian production, it would 
require two million Pay TV subscribers — two-thirds of all 
present cable househoids to generate $32 million for Canadian 
production. These two million subscribers, however, would be 
paying more than $200 million annually for Pay TV service. 


Where would the rest of that $200 million go? Much of it, 
inevitably, would go to foreign equipment manufacturers and 
program producers. But under Global's proposal for Target 
Television, every additional dollar paid by subscribers would 
remain in Canada. And the Global plan leaves about $160 
million to be deployed elsewhere in the Canadian economy. 


The cable operators would select and schedule the programs 
bu: would maintain an arm’s length relationship with the 
production companies. The cable companies would decide 
what special interest programs to commission. But to avoid 
the potential for abuse, we recommend that they not be allowed 
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to own a beneficial interest in any Canadian production firm. 
Without this restriction, a cable company could set up its own 
production subsidiary and overpay the subsidiary for its own 
inexpensive productions, thus turning the system into a sham. 


We submit that the cable companies are uniquely qualified to 
determine which special interest programs are most likely to 
interest their subscribers. Because of their door-to-door rela- 
tionship with their customers and potential customers, they are 
in a position to know their audiences, to conduct pinpvint 
research and to obtain continuing feedback to discover their 
specialized interests, and to commission programs catering 
to them. Hae 3 


wwe 
RR Pee 
oe at] 


One objection that could be raised is that the expenditure of 
an extra $1 per month on targeted programs would become, 
in effect, a tax on cable subscribers. We do not think so. The 
cable companies would be charging more, but they would be 
offering an additional service. It is no more a tax than, say, the 
rate increases that were partially a consequence of the CRTC’s 
requirement for community programming. 


Nobody consulted the subscribers, either, when the CRTC 
ordered cable companies to carry all-Canadian signals. Nor 
were they consulted when the cable companies decided to 
extend their service by adding additional channels — shopping 
guides, airline flight information and so on — and then in- 
creased the price of the service. The value of these additicnal 
services to the average subscriber is fairly marginal. 


The system we are proposing has an excellent chance of 
becoming an important part of Canadian viewing patterns. The 
audiences for any ore program would not be large, because 
the essence of our proposal is that the programming must 
appeal intensely to limited, specifically targeted audiences. 
But the satisfaction level could be very high indeed. As part of 
the preparation for this submission, we have discussed the 
Target Television proposal informally with a number of people 
whose only connection with television is that they watch it 
once in a while. Initially, they found it hard to imagine how 
such a programming format could attract viewers — until we 
mentioned the possibility of a program that coincided with 
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their own special interests, and produced at a level of ex- 
cellence, that would be second to none. A Bridge player 
expressed doubts until he was asked: ‘Would you pay a dollar 
a month to see the world’s best Bridge experts, using the most 
advanced production techniques, demonstrating bidding sys- 
tems or discussing Bridge psychology every week ?” The Bridge 
player said he would, gladiy. We got the same reaction from 
an amateur bicycle repairman, a war-games enthusiast and a 
cleciPls. of Bee Dylan. 

Akh cuat we 3 cannot predict them with certainty, we suspect 
that several desirable consequences would ensue if our pro- 
posal were adopted. The cable companies would probably see 
fit to set up a national network, or even two or three competing 


“Sones. (In this proposal, it is no longer necessary to have a single 


buying cartel for foreign programs, since all the programming 
would be Canadian). These networks could then pool the 
available funds to produce high quality special interest pro- 
gramming with more than local appeal. We think that, within 
a few years, a significant export market would develop for 
Target Television programming; after all, a Bridge enthusiast is 
a Bridge enthusiast in Bangkok, Boston or Belleville. The 
television industry worldwide will be entering a period of 
transition similar to that experienced by the magazine industry 
in the 1960's: a shift from general interest to special interest 
the only question being when. At the very least, the demand for 
Target Television programming is bound to increase, especially 
when cassette and other video retrieval technology becomes 
common in the homes of North American TV viewers. 


Obviously, the programs would have to be excellent. We are 
not advocating boring, low-budget programs. We are saying 
that the same creativity and commitment and technical skills 
that havecharacterized thebest programming canalso be applied 
to special interest shows. Until Sesame Street was conceived, 
nobody suspected that using TV to teach kids to read could be 
anything but dull. We are advocating the same approach to 
Target Television: big budgets and big thinking — for example, 
a thirteen week series on child psychology produced for 
$500,000. If each hour cost an average of $30,000, the first 
year’s production fund of $28 million would yield close to 
1,000 hours of special interest programming. Each program 
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would be repeated several times to ensure maximum viewer 

convenience. Thus, even in the start-up year, $28 million could 

provide 6—8 hours of programming daily. And the effect would 

be cumulative, so that the choice of programs would be even 
_ wider in succeeding years. 


_ {tis even possible that co-production arrangements might in- 

Prease the amount of money available for special interest pro- 
gramming. The Canadian Institute of Chartered Accountants, 
for instance, is currently producing videotape cassettes to keep 
its members informed of recent tax cases and changes in 
accounting procedures. With Target Television in operation, it 
is possible that such professional groups might join with the 
cable companies in producing programs for their members. 
Special interest eoezines, eg glee pecome partners in co- 
eo Mie ay 


The Bere citaiit is narest and we are eorident that Target Tele- 
vision could, in the medium to long term, provide an important 


source of revenues for cable companies. The extra $1 per 
month might cause some subscribers to cancel. But the 15 


percent administration fee is designed to more than offset this 
initial loss. And over the longer term, as subscribers became 
aware of the value of Target Television, it would become a 
major selling point. 


There is another ud vaiitiges The system could be instituted 
fairly quickly, and with no additional investment in experi- 
mental technology. If the production fund were established 
immediately, strong programming could be on the screen 
within a year. Within five years, the production industry would 
have received between $100 and $150 million from sales to 
Canadian cable alone. 


Again, let us stress now Target Television would satisfy the - 

government's criteria for Pay TV: 

(1) It would provide a range of programming which does not 
duplicate that now offered by broadcasters and must do so 
without siphoning from the broadcasting system. 


(2) It would ensure the production of high quality Canadian 
programs that Canadians will watch. 

(3) It would ensure that programs are produced in Canada for 
international use. 
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The main drawback, we believe, is that it has never been tried 
before. But it provides an opportunity to demonstrate that the | 
Canadian broadcasting community can innovate as well as | 
imitate. | | 


The Need for Test So far in our submission, we have tried to outline the dangers 
Marketing of mass-appeal Pay TV, and to suggest an aiternative approach 
— Target Television — which would achieve the government's 
objectives for Pay TV without harming the existing broad- 
sacle) system. ; 


7 If, howe the CRTC Heridest that Canadians must have 
mass-appeal Pay TV, then it seems to us not only prudent but 
mandatory that the service be subjected to an adequate period 

' of experimental test Was: he before being introduced across 
hg early 


N= : 

ore Questions Than At least one certainty has emerged so far: there are far more 
Answers questions than answers. Should the signal be delivered over- 
the-air or by cable ? Who will subscribe ? Will the novelty result 
in an initial flurry of subscribers ? How long before disillusion- 
ment sets in? How many will subsequently cancel ? How many 
subscribers will continue? What will the turnover rate be? 
What type of service is best? Will it be subscription or selec- 
tion ? What quality of picture and sound is required ? Must the 
programming be first-run movies ? How much Canadian con- 
tent will subscribers accept ? What kind and of what quality ? 
How much money would be available for Canadian production 

as a result of Pay TV? 


What will the impact be on conventional broadcasting ? What 
will the impact be on cable TV penetration? What will the 

& impact be on the cost of programming in Canada? What will 
the impact be on the Canadian production community ? What 
will the impact be on competing forms of mass entertain- 
ment and cultural events ? How much should the viewer pay ? 
How serious is security ? How much theft will occur of the 
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service and of the decoding devices? How will foreign film 
and program producers react ? Will films be offered at bargain 
rates ? Will rates increase sharply once the hardware has be2n 
installed ? 


The testing area should be large enough to provide answers to 
. these questions, and embrace demographic conditions that 
Sire indicative of the country as a whole; a testing area that 

includes regions of high viewer choice such as Toronto, as well 

as rural areas where viewing choices are limited. It should be an 
area large enough to justify Hue capital costs of the necessary 
parent. 


The test periee SRautd be ‘at ine or “ihre years - oo a1SRG enough 
to demonstrate how such a system would actuaiiy perform if it 
were extended across the country. If it were found that the 
system did not meet national objectives, then it should be dis- 
mantied. But if it were demonstrated that it could deliver 
programming of a kind not now available, that it could provide 
a stimulus to the Canadian production community and that 
conventional TV could co-exist with it, then the system should 
be extended nation- naylaes ; a 


We respectfully suggest that the present coverage area of The Global Grid 
Global Television fulfills all these requirements. We serve the 

country’s largest market. And with 100 cable companies carry- 

ing Global’s signal, our territory provides ample opportunities 

to experiment with various technologies, various security sys - 

tems, various marketing approaches and various contractual. 

arrangements. 


An over-the-air experiment offers several additional advan- 
tages. One, that it would be relatively inexpensive. In fact, 
using Global's territory as a test area would be the cheapest 
possible method of test-marketing on such a comprehensive 
scale. The costs of installing additional transmitters and an- 
tennae at Global's present transmitter sites would be abou* 
$2.5 million. Operating costs, including the costs of a second 
microwave channel, would be about $300,000 a year. 
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Giobal Centre is already equipped with high quality broadcast 
tape recorders and telecine chains that are needed for the 
origination of film or tape programming. Anc it is linked directly 
to the CN/CP Telecommunications Network across Canada 
and to the AT&T Network in the U.S. and its worldwide 
satellite connections. These facilities would make it possibile for 
Pay TV subscribers to watch events live from anywhere during 
the experimental period. 


Two, it Wwauld be flexible. The Global network is a chain of 


- regional transmitters, located on the highest mountains in the 


corridor between Windsor and Ottawa. We rely primarily on 


.. cable to deliver our signal to urban viewers, while our trans- 


\— A Proposal for a 
Scaled-up System. 


.<\ ‘mitters deliver a clear signal to rural areas and small towns 
“>” ‘where cable will never penetrate. Our coverage area includes 
‘*.. about eight million Canadians in Southern Ontario, anc more 


cor 
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If the government decided, after the test per'od we propose, to 


launch Pay TV on a nation-wide basis, we believe the Global 
experiment will already have demonstrated that a hybrid mix of 


‘cable and over-the-air is the most appropriate mode of delivery. 


-- Results of the Global experience, we believe, will also point to 


- the most appropriate structure for a national mass-appeal Pay 


TV system. We have already argued that such a service is 
neither necessary nor desirable. But here, for the record, is how 
we believe such a system could be structured. 
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Mass Appeal 


Pay TV 
The Global 


Approach 


Mass-Appeail Pay 
TV — Global Style 


Why Broadcasters 
Must Operate the 
System 


A new national distribution company would be established to 
receive licenses from the CRTC for remotely-controlled, region- 
ally located, interconnected television transmitters equipped 
to transmit encoded Pay TV signals with the objective of 
ultimately reaching all Canadians. 


The company would acquire, produce or commission programs 
for this new service. It would schedule, promote and air these 
programs over the distribution grid. It would enter into agree- 
ments with individual cable companies, allowing them to act 
as exhibitors in various ways to their subscribers. 


it would make Pay TV service available to non-cable sub- 
scribers by offering decoding devices on an individual basis to 
‘those users, either on a per-program basis, or perhaps by 


| ~- monthly subscription. The new company would offer program 
‘service in both English and Ficach and would be owned by all 
._: private Canadian broadcasters, using a formula of ownership 


which relates to the number of Canadian viewers that each 
broadcaster is licensed to serve. _ 


ost aaa ae é 


There are many reasons why we believe the distribution com- 
pany should be owned by TV broadcasters dealing at arm’s 
length and on a contractual basis with cable companies who 
would, in effect, be the exhibitor companies in this process. 
First, because broadcasters already know how to create pro- 
grams that Canadians will watch. Programming is our business. 
We produce programs, we schedule them, we promote them 
and we beueve in them. In addition, some of us own trans- 
mission facilities that could be adapted for Pay TV transmission, 
at considerable savings over the cost of new facilities. 


Cable TV operators, by contrast, although they have made con- 
siderable progress in developing community-access program- 
ming, are not normally involved in the programming process. 
Their areas of expertise lie elsewhere: in hardware, in dealing 
with their subscribers, in delivering a clear signal to as many 
homes as possible. We believe their skills and ours complement 
each other; and that our separate areas of expertise should be 
further developed in any form of mass-appeal Pay TV that 
might evoive. 
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It has been argued that since cable operators must invest sub- 
stantial sums in Pay TV hardware, they ought to have a say in 
the programming they are selling. The argument ignores the 
fact that cable operators, with no involvement in the pro- 
gramming of conventional TV, have already managed to build 
a successful industry. They have been content to rely on - 

_ broadcasters’ programming expertise to build their audiences. 

rere is no reason why the development of Pay TV should not 
proceed along the same lines. 


What about the argument that a Pay TV system operated by 
private broadcasters would be bound to fail, since they have a 
vested interest in preserving the audience for conventional TV ? 
The Global concept provides some answers. Our proposal en- 
visions a substantial investment in the transmiii_s needed to 
broadcast the encoded Pay TV signal to private inlet 
as well as to individual cable companies. 


In addition, the new company would be widely held and no 

individual or groups would have outright control. The policies 

would be set by a board of directors, but day-to-day decisions 

would be left to management, whose goal would be to return 
_ a profit on the shareholders’ investments. 


But what if Pay TV isn’t profitable ? We think this is a possibility. 
If cable companies ran the system, it would be in their interest 
to demand less stringent regulations of siphoning to promote 
Pay TV's profitability. But broadcasters could not make the 
same demands because increased siphoning could seriously 
damage their investment in conventional TV stations. Thus, 
broadcaster-owned Pay TV network would tend to promote a 
more equitable balance of mass-appeal programs between pay 
and conventional TV. : 


The hundreds of different Canadian cable systems, each with The Cable Concept 
their own management skills and financing, marketing and 
technical facilities, could deal with the proposed distributing 
company in a variety of contractual ways. If they wished to 
defer making any substantial investment in Pay TV hardware 
~ until its success was assured, they could keep their involve- 
ment to a minimum. 


All such arrangements would be based on the cable company 
allocating one channel for Pay TV service; the cable company 
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might even charge the distributing company a fee for this 
channel based on the number of Pay TV subscribers. From 
there, the relationship between the distributing company and 
the cable exhibitors could take several forms: 


The cable company could simply allow the distributor 
company to charge its customers for Pay TV service, in the 
same way as the distributor would charge those customers 
who are not cable subscribers, and are receiving the 
scrambled signal over-the-air. 


The cable company might agree to receive the scrambled 
signal and distribute it in that form to its customers — and 
then, under contract, peisey install and service 9 the de- 
coder boxes. : 


The cable company might undertake to receive the en- 
coded signal at its head-end and then use some different 
form of security system to distribute the signal to its sub- 
scribers more effectively. Of course, some systems might 
opt for a simple arrangement and then when the economics 
and technology are proven, install more sophisticated 
hardware, which might also serve other broadband com- 
munication purposes. | 


The service would be widely available, not just to a favoured 
few in large urban areas. Our proposal would deliver Pay TV 
service not only in the big cities, but also in those areas where 
entertainment options are fewest. Subscribers in heavily popu- 
lated areas would receive the scrambled signal via cable; others 
would receive it over-the-air on their antenna — just as non- 
cable viewers now receive Global Television. 


Consider the Province of Saskatchewan, which has virtually 
no cable TV penetration now, and which by even the most 
optimistic estimates, because of its widely dispersed popula- 
tion, could never achieve penetration levels higher than 50 
percent. Is this entire Province to be denied initially a service 
that Toronto will receive as a matter of course ? The Broadcast- 
ing Act says it should not happen, and so do we. 
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The service would be live. it would have access to the inter- 
national microwave grid that covers North America, and to 
satellite transmissions from overseas. A championship prize- 
fight from Zaire, a pop concert on the Isle of Wight, could be 
relayed instantaneously into Canadian living rooms. 


The extension of conventional television service could be facili- 

tated by this method of Pay TV service. As the third television 

| Wservice becomes established in Western Canada, for example, 

they are required to build additional transmission facilities in 
the egion ney are ea to serve. 


In most cases, these areas are not ARE to eonTIbUts enough 
advertising revenue to offset the costs of the facilities involved. 
lf Pay TV transmission facilities were combined with the con- 
ventional service, the cost of its facilities would be considerably 
reduced and extension could take place more early. 

Our Bropcen aon the orenitel of a Pay Vv service which 
would simultaneously provide high quality recorded or live 
programs and events to all Canadians through a combination 
of broadcast transmitters and cable systems. But would it be 
more ona Me Sey, peng, on cable MTS alone ! ? 


Spa 
Re 


Let us consider Global's coverage areas as an example: approxi- Does it Cost More? 
mately 100 cable systems receive the Global service. If each 

system were to install sufficient facilities to play videotapes 

that might be copied at a central distribution point, we estimate 

that at the very least they would spend $25,000, therefore, a 

minimum of $2.5 million would be required. 


The cost of installing additional transmitters and antennae at 
Global’s present transmitter sites would be approximately $2.5 
million. A second microwave channel would have to be added 
to the existing service and the transmitters would, of course, 
have to be maintained. These operating costs would be ap- 
proximately $300,000 per year. However, the operating costs 
involved in running the tape distribution service to each cable 
system would actually be higher! Assuming each system would 
play the programs at the same time to be able to effectively 
promote the service, 100 copies would have to be produced 
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and shipped and each system would need various personnel 
to operate and maintain these facilities. These costs as well as 
the costs of videotape would cost between $300,000 and 
$600,000 per year in the Global grid alone. 


The single system approach of using cable transmission and 
over-the-air transmission not only provides a vastly superior 
service to everyone but also is less expensive ! 
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As our final word, we think it appropriate to pay tribute to the 
process of which our submission is a part. The government 
announced a policy on Pay TV last June and asked the public 
and all interested parties for submissions ori how that policy 
should be implemented. Framing such submissions can be an 
exhausting process. It certainly has been for Global Television. 
But it has forced us and the entire industry to step back from 
the daily minutiae of broadcasting, and to consider the larger 
‘ questions: where is our industry going, and how can it best 
serve dale national interest ? 


tn this process of research and’ introspection, we discovered 


- some new answers. When we began researching this sub- 
mission, we were frankly doubtful that the government's re- 
. quirements in favour of Canadian production Soule possibly 
be sae within the context of Pay TV. 


Later, we came to fealze that Pay TV does NOT have to mean 


Pay TV on the American model. And that led to our alternative 


oe proposal for an all-Canadian special interest Pay TV channel. 


:- We are erotd of our proposal. We think it recognizes the 

_ potential of the Canadian production community. And we are 
confident that, in spite of its innovative nature, the Target 
Television concept will receive the careful consideration it 
deserves. it is much more than a compromise solution to the 
Pay TV dilemma. It is an opportunity for the broadcasting in- 
dustry, and for Canada as a whole, to innovate instead of 
imitate. 
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NATIONAL CABLEVISION LIMITEE 


. COMMENT SECRETARIAY 
Le ler octobre 1976. COMMENTAIRE 


OCT 1 19% 


Conseil de la Radiodiffusion 

et des Télécommunications Canadiennes, 
100 rue Metcalfe, 
Ottawa, Ont. 


Comp. de: Monsieur Guy Lefebvre, 


'' Secrétaire général 


Cher monsieur, 


Je vous fais tenir avec la présente le mémoire 
conjoint d'un groupe de cablodistributeurs du 
Québec et de producteurs du Québec concernant 
le développement d'une télévision 4 péage 
canadienne originale. 


Je vous prie d'agréer l‘'expression de mes senti- 
ments les meilleurs. 


Slerp> Dub , 


Jacques Duhamel, 
Vice-président, Affaires Corporatives 
et Secrétaire 


JD/pe 


piéce jointe 


SIEGE SOCIAL: 2055 RUE PEEL, SUITE 325, MONTREAL, QUE., H3A1V4, TEL:(514)-649-7393 


Montréal, ce 30 septembre 1976 - 


Mémoire 
au 
Conseil de la Radiodiffusion 


et des Télécommunications Canadiennes © 


développement d'une télévision 
péage canadienne originale: 


Création de Société d'édition électronique 


Ce m@émoire est présenté par: 


Cablestrie Inc. Ciné-Widéo Inc. 

Cablevision Nationale Ltée Les Productions Pierre Lamy Inc 
Cablevision du Nord de Québec Inc. Cinépix Ltée | 
Cablovision Inc. Rose Films Inc. 

Lachute Cablevision Inc. 


Signal CATV Enrg. 
Télécable de Québec Inc. 
Télésag Inc. 

Transvision Magog Inc. 


Transvision North Hatley Inc. 


T.V. Drummond Inc. 
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INTRODUCTION 


Suite 4 l'avis public du CRTC émis le 30 juin dernier 
sollicitant des opinions concernant le développement de 
la télévision 4 péage au Canada, il nous fait plaisir de 


soumettre le présent mémoire.:— 


Il convient que les plus importants cablodistributeurs . a 
du Québec et les producteurs indépendants représentant 7 
prés de 80% de la production québécoise des 10 derniéres 

années qui sont les signataires de ce mémoire prennent position 
pour gue le développement de la télévision 4 p&éage cana- 


dienne soit harmonieux. 


Nous pensons que les cablodistributeurs doivent avoir 
un r6le important dans ce développement harmonieux de la 
télévision 4 péage, car c'est le point de départ du dévelop- 


pement des canaux 4 péage (service d'abonnements). 


La situation qui prévaut pour les entreprises de cablo- 
distribution du Québec les oblige 4 suivre des étapes 
dans l'introduction de la télévision 4 péage sur leurs 


territoires licenciés. 


Avec l'aide des producteurs indépendants, ils doivent 
d'abord améliorer les produits qu'ils offrent 4 leurs 
abonnés sur le service standard (qu'il s'agisse du service 
de base ou du service supplémentaire). 

Ils pourront financer cette @6étape, en obtenant des au- 
torités réglementaires un redressement tarifaire a cet 


effet, (selon la formule du tarif combinée). 


Le moment venu, pour les cablodistributerrs, d'introduire 


des canaux 4 péage de fagon sélective sera déterminé par 


ag la conjoncture des paramétres suivants: 


) 
a) > 


c) 
d) 


le développement technologique 

la situation financiére de l'entreprise 
le niveau de pénétration 

la quantité et la qualité des produits 
disponibles 4 offrir. 


C'est dans cette optique qu'ii faut lire le présent 


mémoire. 


II LA SITUATION CANADIENNE (incluant les incidences américaines) 


Beaucoup de documents publiés 


récemment donnent une bonne. 


connaissance de la situation canadienne et américaine con- 


cernant le développement de la télévision 4a péage. 


Nous allons nous limiter a faire ressortir quelques © 


éléments aqui distinguent la situation canadienne de la 


Situation américaine. 


USA 


225 millions d'habitants. 


La population est relati- 
vement répartie sur 1'é- 
tendue du territoire. On 


y retrouve une centaine de 


centres urbains importants. 


Il y a un seul groupe 
linguistique important: 


anglophone. 


La cablodistribution est 
surtout présente dans les 
régions rurales et semi-ru- 
rales. Elle est @ peu prés 


absente des régions 


urbaines. 


CANADA 


22.5 millions d'habitants. 


La population est répartie 
sur une bande étroite le long 
de la frontiére américaine. 
On y retrouve seulement trois 


centres urbains importants. 


Il y a deux groupes linguis- 
tiques importants: anglophone 


et francophone. 


La cablodistribution est 
surtout présente dans 


les villes. 


USA 


Les foyers c&blés représentent 


une pénétration de 163%. 


L'industrie cinématographique 
et de production vidéo est la 
plus importante au monde. Elle 


est colossale. 


Le systéme de radiodiffusion 
(broadcast) est puissant et 
en excellente santé avec ses 
trois grands réseaux privés 
et son réseau &ducationnel. 


Les promoteurs de la télévi- 
Sion 4 péage sont du secteur 
privé, non réglementé, notam- 


ment le groupe Time Life Inc.. 


CANADA 


Les foyers cablés représentent 


une pénétration de 40%. 


L'industrie cinématographique 
et de production vidéo est 
faible et menacée. 


Le systéme de radiodiffusion 
(broadcast) se dit faible et 
menacé, 


Le secteur public et le secteur 
réglementé entendent jouer un 
r6éle prépondérant dans la télé- 


~ 


vision 4 péage. 


Les €léments que nous venons de mentionner ne sont pas 


exhaustifs, mais ils suffisent pour établir que le dévelop- 


pement de la télévision 4 péage au Canada sera différent de 


ce qu'il est aux USA. 


III LA POSITION STRATEGIQUE 


La position stratégique des cdblodistributeurs et des produc- 
teurs du Québec dans le développement d'une télévision 4 péage 
originale qui convienne 4 la situation canadienne repose sur 


les raisons suivantes: 


- Ils représentent des grands segments de l'in- 
dustrie de la cablodistribution et de la pro- 7 


duction au Canada. 


- Le Québec est le lieu de concentration du milieu 
francophone canadien et la dimension francopho- 
ne du Québec représente un facteur décisif dans 


le succés de la télévision 4 péage canadienne. 


-~ Les territoires licenciés des cablodistributeurs 

concernés recouvrent des zones urbaines dont le 

= potentiel. d'abonnés est. important et la produc- 
tion canadienne doit rejoindre ceux a qui elle se 

destine. Les services sélectifs ne pourront se 
développer avant que le service standard atteigne 


la majorité et réponde aux besoins de celle-ci. 


- L'introduction des convertisseurs de fréquence, 
la mise en place de Microbec Inc. et les expé- 
riences avec notre réseau de distribution (notam- 
ment pour le projet CECO) place l'industrie de la 
cablodistribution 4 l'avant-garde de l‘'effort nouveau 
qui doit 6tre fait en collaboration avec l‘indus- 


trie de production. 


~ Montréal et ses environs constituent un des trois 


grands centres urbains du Canada. 


- Pour 6tre présent sur le marché international, la 
production canadienne doit trouver sa poSition par 


rapport aux autres producteurs internationaux et 


développer des modes d'échange viables. 


IV LA PROBLEMATIQUE 


Le plus grand danger pour l'industrie de la cablodistribution est 
de considérer l'av@énement de la télévision & péage comme une 
panacée et d'oublier que ce qui importe c'est le dévelop- 

8 pement de l'industrie dans toutes ses dimensions plutét 
que le développement galopant d'un service qui pourrait 


compromettre le développement de l'ensemble. 


Le premier 6lément de problématique auquel fait face 
l'industrie de la cablodistripbution est de bien se défi- 
nir et de se situer sur l'échiquier des media de commu- 


nication selon sa spécificité. 


Le second élément de problématique pour l'industrie est de 
faire une critique constructive de sa situation tant au 


niveau du contenant que du contenu dans l'ensemble canadien 


des média électroniques. Cela implique pour les cablodis- 
tributeurs l'amélioration constante de l'état de leurs 


systémes et de l'état des services de communication offerts 
a leurs abonnés. 

Le troisiéme élément de problématique pour l'industrie 

est de procéder au développement harmonieux de la té- 


~ 


lévision a péage en tenant compte des sol-:tions trouvées 


aux deux premiers éléments. 


LES SOLUTIONS 


1) Bien définir l'industrie de la cablodistribution 


Si l'industrie de la cablodistribution limite sa défini- 

tion a 6tre un distributeur électronique sans responsabi- 

1ité sur les contenus qu'il transporte, la spécificité du 

médium s'en trouvera dénaturée et l‘importance de 1l'indus- © 


trie en sera réduite d'autant. 


Cela ne veut pas dire que la fonction de distribution 
électronigue est facile. Bien au contraire, il reste 
beaucoup 4 faire pour que l'industrie de la cablodistri- 
bution assume complétement et adéquatement cette fonction. 
Cela implique autant la segmentation des systémes pour 
accroitre la flexibilité des circuits 4 suivre pour livrer 
au maximum de clients le maximum de produits, que L'inter- 
liaison des systémes pour rejoindre simultanément les 
clients de territoires licenciés différents mais de groupes 


d'’intéréts identiaques. 


Technologiaquement, la cablodistribution occupe un corridor 
bien 4 elle entre la radiodiffusion et la téléphonie. 
Essentiellement, la radiodiffusion permet dé rejoindre la 
masse a partir d'un point unique de diffusion. La tél1é- 
phonie permet la communication de point 4 point. La ca- 
blodistribution, quant a4 elle, permet de rejoindre des 
groupes 4 partir de points d'origine différents. C'est 
pour cela qu'il faut 6éviter de définir limitativement le 


cablodistributeur comme un "common carrier". 


Le tableau de la page suivante illustre la complémenta- 


rité entre ces trois media. 


TROIS PRINCTPAUX CORP IPORS DE LA COUMUNTCAT LOR 
AUDIO-VISUCLLE DISPOUIBLES POUR LES CITOYENS 


9% 


RADIODIFFUSION CABLODISTRICUTION TELEPHONIE 


spécificité spécificité 


1) EMISSION 


1) CONVERSATION 


CATION 


(durée variable) (éclatement de la 


(durée fixe) 
durée) 


2) MASSE 2) GROUPE/ INDIVIDU 


3) UNE BONNE RAISO!! 
UNE FOIS PAR MOIS 
POUR CHAQUE ABONNE 


3) PUBLICITE/COTE 
D'ECOUTE 


4) HEURE DE POINTE 


S) CHANGEUR DE FRU- 


5) SYNTONISATEUR 5) CADRAN SELECTEUR 


- QUENCE 
CONFLITS CONE LITS 
DE - OE 
FRONTIERE FRONTIERE 


Ceci nous améne 4 parler de la deuxieme fonction qui est 
aussi spécifique au cablodistributeur que la fonction de 
distribution électronique que nous venons de décrire sommai- 
rement. I1 s'agit de la fonction d'édition électronique. 
L'entreprise de cablodistribution est responsable de Fournir 
des services de communication a des clients qui s'abonnent 


x 


A son systéme pour répondre 4 leurs besoins de communication. 


Correspondant 3 cette fonction d'éditeur électronique, le 
cablodistributeur occupe une position complémentaire avec 
les autres &éditeurs audio-visuels:. producteurs de films, 


producteurs video, radiodiffuseurs, etc. 


Si la définition de la cablodistribution est élargie pour 
englober a la fois la fonction d'édition électronique et la 
fonction de distribution électronique, elle permet au cablo- 
distributeur d'étre un joueur important dans 1'éventuelle 
agence de télévision a péage. Mais elle permet aussi au 
cablodistributeur de ne pas mettre tous ses oeufs dans le 
méme panier; le cablodistributeur doit considérer que la 
télévision a péage n'est qu'un des nombreux services qu'il 


est appelé 4 fournir 4 ses abonnés. 


2) 


LU 


Améliorer constamment l]'état de nos systémes et l'état de 


nos services e communication 


L'analyse critique doit explorer tout le secteur des télécom- 


munications canadiennes. 


A) 


B) 


Nos systémes 


Les cablodistributeurs concernés opérent de nombreux sys- 
témes importants. Ils procédent 4 la construction de nouveaux réseaux 
et A la reconstruction des réseaux existants dont la capacité est 
insuffisante. Ils améliorent constamment leurs systémes 
en les segmentant de fagon adéquate pour se rapprocher de 
leurs client@les locales et en les inter-reliant (ex. 
Microbec Inc.) pour rejoindre les clientéles régionales. 
La plupart de ces systémes “ont bi-directionnels et at- 
teignent une capacité d'une trentaine de canaux. Ces sys- 
témes ont tous la disponibilité nécessaire sur le service 
standard pour exhiber des produits nouveaux. 


Nos services de communication 

Depuis plus de 25 ans les cablodistributeurs offrent 4 
leurs abonnés des services de retransmission de télévision 
hertzienne qu'elle soit locale, régionale ou éloignée. 
Beaucoup de gens d'ailleurs confondent la cablodistribu- 
tion avec la radiodiffusion pensant qu'il s'agit de notre 
seule catégorie de services. Tel n'est évidemment pas le 
cas. Depuis quelques années en effet les cablodistribu- 


& 


teurs ont commencé a4 6largir la gamme de leurs services 
de communication 4 leurs abonnés. Ils ont commencé a donner 
des services de renseignements utilitaires avec l'aide 
d'appareils permettant l'exhibition de message alpha- 
numérique. Ils ont commencé 4 permettre 4 des citoyens 

de produire eux-mémes en leur fournissant les équipements - 
nécessaires. Ils ont eux-mémes commencé a4 produire des 
produits d'intérét communautaire. Depuis peu ils font 
des expériences de production sur une plus grande 

échelle (ex. CECO) répondant 4 des besoins spécifiques 
plus généraux de la société. 

€'est cette évolution aqui se poursuit maintenant avec 
l'aide des producteurs indépendants selon la fonction 
d'6éditeur électronique que les cablodistributeurs accep- 
tent maintenant comme essentielle a la nature de leur » 
medium. 


3) Mettre sur pied une société québécoise d'édition 
électronique 


Nous en sommes donc venus &@ la conclusion qu'il est 
Opportun de mettre sur pied une société québécoise 
d'édition électronique pour entreprendre le dévelop- 
pement harmonieux de la télévision & péage au Canada. 


Cette décision n‘indique aucunement que nous voulons 
restreindre notre champ d'action au territoire qué- c 
bécois. Au contraire la Société agirait tant sur la 

scéne canadienne que sur la scéne internationale. 


Les raisons qui motivent la mise sur pied de cette Société 
tiennent compte 4 la fois de la définition de l'in- 
dustrie de la cablodistribution, de son développement 


technologique et de la situation canadienne. 


Notamment nous devons exploiter au maximum les canaux 
disponibles sur les systémes de cablodistribution du 
Québec afin d'augmenter notre niveau de pénétration. 
C'est d'ailleurs a notre avis la seule fagon de pro- 
céder pour bien préparer la venue des services d'a-_ 


bonnement sur les canaux 4 péage. 


L'objectif du gouvernement canadien est de favoriser 
l'augmentation de la quantité et de la qualité de la 
production canadienne et de rendre celle-ci présente 
sur la scéne internationale. Notre décision de mettre 


Sur pied cette Société va dans ce sens. 


Nous croyons que cette Société sera un organisme qui com- 
plétera l'effort de PTN/RTP concernan:: 1l*augmentation de la 
production canadienne, notamment celle de langue 

frangaise et celle qui corresponde a4 des besoins de 


communications autre que le divertissement par les 


longs métrages et les sports professionnels. 
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A) LES OBJETS DE LA SOCIETE 


Cette société aura pour objet prioritaire de contribuer 


= 


3 augmenter la production canadienne. 


A) Nous pensons cependant qu'il faut comprendre le terme 
production canadienne dans son sens large et ne pas 

le limiter & la production de longs métrages et a'é- 
missions de télévision conventionnelles. La produc- 
tion canadienne doit pouvoir se vendre sur le marché 
international. Il v a beaucoup de produits nouveaux 
que nous pourrions développer, qui auraient un attrait 
pour le marché international. 


Pour cela: 1) nous disposons immédiatement de canaux 
sur le service standard. 2) ‘Parallélement, nous 
‘disposerons de canaux 4 péage sur le service d'abon- 


ot nements. 


Le tableau ci-dessous illustre les Canaux disponibles 


pour exhiber les produits nouveaux. 


SERVICE STANDARD 


Service de base Service 
supplémentaire 


Service . 
d'abonnement 


m™N 
7 Fi : 
| Séquences 1) Oe cea a tl te el) EE as 


cowry 
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Cette Société ne limitera pas son effort a la production fran- 


cophone quoique celle-ci sera certainement sa prio- 
rité. Nous tiendrons compte des besoins de notre 
clientéle dont une minorité importante est anglopho- 
ne. De plus nous croyons que la nature de notre 
industrie commande que nous satisfassions certains 


besoins de nos abonnés dans leur langue d'origine 


Cette Société agira comme un éditeur qui | 

1) initiera avec des partenaires une quanti- 
té importante de nouvelles productions; 

2) pourra 4 l'occasion en produire elle-méme; 

3) achétera des productions existantes sur les 
marchés québécois, canadiens et internationaux; 

4) fera la mise en marché de ses produits en 
les regroupant de fagon 4 vendre 4 divers 
clients éventuels, des produits parfois 
similaires, parfois différents; 

5) assurera que la distribution de ses produits 


chez ses clients soit adéquate. 


Cette Société vendra ses produits sans profit 4 ses 
actionnaires. D'autre part elle sera a but 
lucratif et elle vendra avec profit ses produits 


sur le marché ouvert. 


B) 
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LA STRUCTURE ORGANISATIONNELLE 


Les cablodistributeurs s'assureront un minimum de 51% 


des actions de la Société. 


Le Conseil d'administration de la Société sera composé 
d'un nombre impair de membres entre 9 et 15 et la 
majorité des membres seront délégués par les cablo- 


distributeurs. 


Les employés de la Société devront étre des profes- 
sionnels de la communication, capables de travaiiler 
autant en frangais qu'en anglais. Ils s'occuperont 


de tout ce qui concerne la production, les achats, 


le packaging et le marketing. 


C) 


(1) 
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LES SOURCES DE FINANCEMENT 


La Société commencera ses activités avec un capital- 
actions et des préts consentis par ses actionnaires 


de départ. 


Les cablodistributeurs actionnaires de la Société 
présenteront une demande aux autorités réglementaires. 
pour obtenir un redressement tarifaire qui pourrait 

par exemple représenter une somme de plus de $2 millions 
dés l'année 1977 pour l'augmentation de la production 


canadienne. (1) 


Les ventes de produits sur les marché:s internationaux 


et locaux seront d'autres sources de financement. 


Quand la Société pourra rejoindre les abonnés de la 
cablodistribution sur des canaux a4 péage ou selon une 
méthode de "pay ver program" les revenus seront 


augmentés d'autant. 


A titre d'exemple une contribution mensuelle de 50¢ 
consentie par 400,000 abonnés québécois représente 


$2.4 millions pour l'année 1977. 


D) 


CATEGORIES DE PRODUITS 


Les produits dela Société seront répartis dans deux ca- 
tégories principales; 
- produits pour le service standard 


- produits pour le. service d'abonnements 


Les deux catégories de produits ne seront pas interchan- 
geables afin de tenir compte de la stabil?té Economique 


du développement de nos services de communication. 


Cependant la décision de mettre les produits pour le ser- 
vice standard sur le service de base ou sur le service 
supplémentaire seront du ressort de chaque caéblodistribu- 


teur selon les conditions de son marché. 


Les premiers efforts de la Société contrinueront 4 déve- 
lopper des produits pour le service standard. Ces produits 


devront se rattacher 4 une tradition qui respectera a4 la fois 


la nature du medium et ses effets culturels. 


Comme il n'y a pas de tradition électronique, dans notre 
cas, nous tiendrons compte des traditions de l'édition 
du medium 6crit pour les appliauer au nouveau secteur de 


1'édition électronique. 


Les catégories de communication qui seront. les nédtres, 
tiendront plus compte, par exemple, du systéme Dewey qui 
classifie l'ensemble du savoir humain que des systémes 
de programmation des radiodiffuseurs qui tiennent plus 


compte des besoins de divertissement (incluant l'information 


sur l'actualité) .de leur auditoire de masse. 


E) 


uy 


RELATION AVEC PTN/RTP 


Il y aura d'abord le fait que la majorité des cablodis- 
tributeurs-actionnaires de cette Société seront aussi 


actionnaires de PTN/RTP. 


Il y aura @échange de PDG sur les Conseils d'administration. 
De plus, il y aura sans doute des administrateurs qui sié- 


geront sur les Conseils des deux organismes. i 


Les deux organismes se compléteront plutG6t que de se com- 


pétitionner quant 4 leurs produits. 


Les produits de PTN/RTP seront d'intérét national et seront 
distribués selon cette optique. L'utilisation des satellites 
pour ce type de distribution nous apparait préférable. Le seul 
probléme comme l'indique le mémoire de PTN/RTP serait le fi- 
nancement 4 court terme. Considérant l'argent public déja 
investi pour ces satellites, nous pensons que le gouverne- 
ment canadien n‘hésitera pas a favoriser leur utilisation 
pour satisfaire les besoins du public canadien tout en raf- 
fermissant l'unité nationale. 

Les produits de cette Société seront d'intérét régional et viseront 
a compléter la programmation d'intérét nacional du PTN/RTP. 

La distribution des produits de cette Société se fera plutét par 
micro-ondes et par la méthode dite "de la bicyclette" en 


attendant l'inter-liaison souhaitable des systémes. 


9) LES PARTENAIRES ADEQUA''S 


Pour que cette Société fonctionne bien, il faudra qu'elle 
réussisse & s'adjoindre, tant au.niveau de son admi- 
nistration que de la production des partenaires adéquats 


qui y verront leurs intéréts. 


Nous pensons qu'au niveau de l'administration il faut 
4 s'adjoindre des personnalités de divers milieux qui 
sont respectées tant par les autorités réglementaires 


que par les milieux de la production. 


Au niveau de la production nous pensons quail spaut 
procéder par secteurs d'édition et selon des rela- 
tions contractuelles spécifiques. Cela évitera de 
se retrouver une foule autour d'une table, en se neu- 


tralisant les uns les autres. 


Cette fagon de procéder nous vaudra le respect, l'unité 


d'action et une grande capacité de production. 


Conseil d'administration 
respecté et unifié avec 
personnalités de divers 
milieux 


Siége social 
de 
SEEQ 


ada fol Dome c Secteur d'édition 


C 


Section d'édition 
B 


ecteurs d'édition 
Projets de éventuels 
production 


VN 


1B) 


CONCLUSION 


Nous croyons que les solutions que nous proposons assurent 
le développement harmonieux d'une télévision 4A péage canadienne 


originale. 


La collaboration entre les cablodistributeurs et les produc- 
teurs concernés est un progrés important pour assurer l‘aug- 


mentation de la qualité et de la quantité de la production 
canadienne. } & 


Dés que le Conseil le jugera opportun, nous serions en mesure 
d'offrir 4 un grand nombre de foyers québécois sans compter 

les foyers d'autres parties du Canada aqui s'approvisionneraient 
chez—nous, des produits audio-visuels différents et complé- 
mentaires a ce que leur offre la radiodiffusion. 

Nous demeurons a votre entiére disposition pour vous fournir 


les renseignements supplémentaires qui vous seraient nécessaires. 


Veuillez agréer nos sentiments respectueux. 


Cablestrie Inc. par Luc RoLerge 
Cablevision Nationale Ltée par Jacques Duhamel 
Cablevision du Nord de 

Québec Inc. par Jacques Duhamel 
Cablovision Inc. par Conrad Tourigny 
Lachute Cablevision Inc. par Omer Girard 
Signal CATV Enrg. par Walter Punde 
Télécable de Québec Inc. par Jacques Duhamel 
Télésag Inc. par Maurice’ Beaulieu 
Transvision Magog Inc. par Omer Girard 


Transvision North Hatley Inc. par Omer Girard 


T.V. Drummond Inc. nar Luc Roberge 

Cin@é-Vidéo Inc. par Denis Héroux 

Les Producteurs 
Pierre Lamy Inc. par Pierre Lamy 

Cinépix Ltée par André Link 

Rose Films Inc. par Claude Fournier 


ANNEXE 1 


Les précisions complémentaires 
des 


producteurs 


Télévision 4 péage 


I] faudrait pouvoir bientét qualifier de facgon différente ce nouveau 
moyen de communication avec les auditoires. Parce qu'elle n'en porte 
pas le qualificatif, il ne faudrait pas croire que la télévision 
traditionnelle ne colite rien aux spectateurs. Dans le cas du réseau 
d'Etat, par exemple, je public fait par le fisc les frais des 
spectacles qu'on lui présente. A la télévision privée, les coits 

de production et de télédiffusion sont assumés par la publicité 

dont le consommateur paie directement les frais. 


La télévision a péage serait donc par rapport a la télévision 
traditionnelle, le seul mode de spectacle-chez-soi pour lequel 
Je spectateur serait entiérement libre de "payer" ou de ne pas 
“payer”, le seul pour lequel i] puisse vraiment faire un choix. 


Dans |l'esprit des programmateurs, cette nouvelle télévision devra 
étre une source d'émissions originales, de haute qualité, libres 
de toute réclame publicitaire et disponibles a4 volonté pour le 
Spectateur. 


Ce que chacun s'‘accorde 4 reconnaitre comme la "quatriéme révolution" 
dans le domaine des communications et que certains voient comme une 
solution miraculeuse 4 tous les problémes tandis que d'autres la 
considérent comme un mal nécessaire et inévitable, devrait étre 
abordé de maniére originale et nouvelle. Nous reconnaissons. dans 

le domaine de la télévision a péage 1'expérience américaine, mais 
nous croyons nécessaire de trouver des solutions propres a notre 


situation. 


Ic. 


La situation des producteurs indépendants 


Nous aimerions souligner que tout le systeme de "broadcasting", 
de méme celui de production de longs métrages a été structuré 
au mépris des intéréts fondamentaux des producteurs it.dépendants. 


D'une part les "broadcasters" possédent leurs propres moyens 
techniques de production, leur systéme de distribution et d'ex- 
ploitation; d'autre part, la distribution et ]'exploitation du 
cinéma de long métrage sont en grande partie controélées par des 
producteurs étrangers (soit américains, soit britanniques). 


On peut donc conclure sans exagération que les producteurs indé- 


pendants se trouvent aussi défavorisés devant les "broadcasters" 

qui sont pourtant eux aussi canadiens que devant les intéréts . 
étrangers qui controlent ici la diffusion et l'exploitation du 
cinéma de long métrage. Qu'il nous suffise ici de rappeler comment 
les producteurs canadiens sont obligés de vendre leurs propres 
produits aux réseaux canadiens (autant privés que d'Etat) aux mémes 
prix de “dumping" qui sont offerts 4 des produits étrengers dont 

les cots de production ont en général été amortis sur leurs 
territoires respectifs. 

Avec la télévision a péage, le producteur se trouve pour la premiére 
fois confronté directement avec le public qui pourra choisir d'acheter 
ou non le produit qu'il lui offre. 


I] nous semble donc essentiel que les autorités qui régissent les 
communications au Canada entreprennent l'étude de ce nouveau mode 

de communication en ne s'appuyant pas sur les concepts traditionnels 
de "broadcasting" ou de.diffusion et d'exploitation du cinéma. 


Parce que des solutions nouvelles nous paraissent souhaitables, 
nous rejetons donc avec fermeté 1a notion de pourcentage (toujours 
infime d'ailleurs) retournant 4 1a production canadienne. Plutét 
que de favoriser la production indig@ne, cette sorte de contin- 
gentement financier a toujours contribué a garder cette production 
dans un 6tat de dépendance et d'infériorité. 


Un groupe de travail 


Dés le mois de juin dernier, un groupe de travail s'est formé au 
Québec afin d'étudier le développement possible d'un systéme de 


= 


télévision a péage. 


Ce groupe a réuni au début les représentants de quatre importantes 
maisons de production et de distribution de film: Cinévidéo Inc., 
Les Productions Pierre Lamy, Cinépix Ltée, Rose Films Inc.; les 
représentants des cablodistributeurs et des radiodiffuseurs dis- 
posant de facilités importantes de production vidéo. 


Les maisons de production et de distribution représentées dans ce 
groupe sont responsables de la production d'au moins 80% de la 


production de longs métrages au Québec depuis les derniéres années. 


Apres des études et des discussions qui se sont échelonnées durant 
tout 1'été le groupe en est arrivé aux principales conclusions 
suivantes: ; 


® 


l- J'implantation d'un systéme de télévision 4 péage devrait se 


faire par 6tapes. 


/3. 


/4. 


2- La technologie utilisée au départ devrait étre celle de la 
cdblodistribution afin de réduire au maximum les investisse- 
ments destinés uniquement aux’ installations techniques. 


3- L'utilisation maximale de tous les moyens techniques de production 
existant déja (studios de vidéo, de films, etc...) 


4- La nécessité absolue d'éviter de fragmenter davantage les 
auditoires de la télévision traditionnelle. 


5- La production de films de long métraye ne devrait pas constituer 
la base de programmation du nouveau systéme de télévision. 


6- De nouvelles formules de production pour un nouveau mode 
d' exploitation. 


Implantation graduelle 


I] nous apparait beaucoup plus réaliste de procéder par étape en 
instituant d'abord un systéme de télévision a péage “universel", 
c'est a dire distribué a tous les abonnés actuels des cablodis- 


tributeurs, moyennant un redressement tarifaire. 


Cette formule aurait pour avantages immédiats de permettre la 
création rapide de la télévision a péage; de pouvoir compter sur 
une source de revenus appréciable immédiatement et qui ne serait 
pas subordonnée au succés toujours hypothétique d'un nouveau 
systéme d'exhibition par abonnement; la possibilité ce mettre 
graduellement sur pied de nouvelles formules de programmation; 
la possibilité de passer outre aux techniques plus ou moins 


adéquates de protection du systeme (trappes, décodages, etc.). 


Le systéme éventuellement serait complété par le péage sélectif 
par émission, lorsque la technologie le permettra a des coits 
raisonnables. 


Utilisation de la cdblodistribution 


La plupart des avantages d'utiliser la cadblodistribution pour 
la télévision 4 péage viennent déja d'étre énumérés. En plus 
d'éviter de nouveaux investissements pour des installations 
techniques, le recours aux cablodistributeurs permettrait de 
profiter immédiatement de leur expertise de la mise en marché, 


du service 4 la clientéle et permettrait aussi une utilisation 
plus rationnelle du nombre de canaux déja disponibles. 


Utilisation des moyens de production actuel 


La encore nos efforts ont tendu vers l'utilisation maximum des 
moyens de production existant déja au Québec. Plusieurs radio- 
distributeurs exploitent déjd en paralléle des installations de 
production que 1'implantation d'un tel systéme de télévision 4 
péage pourrait stimuler encore plus. 


Eviter la fragmentation des auditoires . 


~ 


La télévision a péage aura comme objectif fondamental de satisfaire 


les besoins précis de groupes d'auditoires spécifiques, dans les 
domaines des arts, du sport, de 1'éducation populaire et des 
loisirs. La somme de sa programmation lui fournira 1a somme de 
j'auditoire nécessaire 4 son 6conomie. 


/5. 


/6. 


Comme nous croyons que l'objectif fondamental du radiodistributeur 
traditionnel est d'atteindre le plus grand nombre possible de spec- 
tateurs et de multiplier les heures de pointe de 1'écoute, i] en 
résultera une complémentarité entre les systemes. 


Les objectifs 6tant ainsi bien différenciés, nous ne croyons pas 
qu'il y ait danger de fragmentation de ]'auditoire de la télévision 
traditionnelle. } 


Le long métrage 


Les prévisions les plus optimistes, quel que soit le systeme adopté, 
ne nous permettent pas de croire que les revenus découlant de la 
télévision 4 péage puissent jamais permettre que le long métrage 
constitue la base essentielle de la programmation. 


Des programmateurs qui penseraient autrement risqueraient, selon 
nous, de subordonner complétement le marché aux fournisseurs 
étrangers. Nous ne-sous-estimons cependant pas le réle important 
que pourrait jouer la télévision a péage dans la production de 
films de long métrage en permettant par ses investissements 


d"amorcer" des productions qui ne germeraient pas autrement. 


Nouvelles formules de production 


: 


Ainsi congue, la télévision a péage pourrait élargir et enrichir 
la programmation offerte normalement aux consommateurs de la 
télévision. 


Lik 


Pour des motifs commerciaux et pour répondre également a son 

objectif fondamental de rejoindre le plus grand nombre de 

personnes possible, la télévision écarte volontairement de sa 

programmation (ou encore n'y touche que superficiellement) 

plusieurs secteurs de l'activité humaine, plusieurs secteurs 

importants de la création artistique. Ce 


La télévision a péage devrait pouvoir fournir 1'occasion a tous 
de se "divertir" et d'"apprendre" chez soi. Qu'on pense aux 
nouvelles frontiéres d'une programmation libérée des contraintes . 
habituelles de "temps", de "rating", de "rentabilité”. 


La nouvelle rentabilité de la télévision & péage ira a 1'encontre 


du bon sens du “broadcaster". 


Elle aura a l'occasion la primeur d'un film de long métrage ou 
la primeur d'un événement sportif, mais elle cherchera bien 
davantage 4 faire chemin avec ses spectateurs dans la recherche 
de la connaissance. 


Le spectateur pourrait avoir son opéra, son concert symphonique, 
sa piéce de thédtre, son ballet par mois. La télévision a péage 
transporterait chez le spectateur la Place des Arts, le Rideau 
Vert, le Thédtre du Nouveau Monde. 


Aucun autre secteur de l'activité humaine n'échapperait a cette 
télévision qui chercherait 4 combler et gaver le spectateur 
plutét qu'en le rationnant comme la télévision traditionnelle, 
contrainte de favoriser la variété 4 tout prix. 


Aussi les programmateurs de la télévision a péage devront-ils 
non seulement analyser quels sont les appétits inassouvis du 
spectateur, mais découvrir aussi la fagon de produire et trans- 
mettre un produit presque brut puisque le spectateur deviendra 
en quelque sorte un des responsables de son "raffinage". 


Envisagée ainsi, la programmation de la télévision 4 péage 
pourrait dispenser aux abonnées les grands classiques de la 
littérature, par exemple; pourrait braquer ses canéras sur un 
potager-type "entretenu" et "expliqué" par les spécialistes du 
jardin botanique; pourrait suivre le dressage des lipizans en 


Autriche, etc., etc. Les limites de la télévision a péage 
deviennent ainsi celles-14 mémes de l'activité humaine. Bien 


congue, Ja programmation pourrait ne pas connaitre d'autres 


bornes. 


Conclusion 


Au début de cette annexe, nous nous sommes attribués le titre 
de "programmateurs" parce que nous croyons que nous sommes bien 


placés pour participer a la définition de cette nouvelle situation 
dans le domaine des communications et 6laborer de nouveaux 


concepts de programmes. — 


Jusqu'ici, c'est la publicité qui avait déterminé Ta force et 

le développement de notre télévision; des norimes étrangéres 

qui avaient défini notre industrie de long métrage; et ceux 

qui se sont prononcés sur ce que doit étre la télévision a péage 
ont tendance 4 vouloir encore une fois adopter des modéles 
étrangers tandis que le modéle que nous venons de décrire fera 


/8. 


cette "révolution" dans les communications pour mieux permettre 
au pays d’atteindre ses objectifs culturels spécifiques. — 


C'est dans cette optique bien précise que nous nous associons 
aux cablodistributeurs qui signent avec nous ce mémoire. | 


Clauce Fournier 
Denis Héroux 
Pierre Lamy 
André Link 
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ler octobre 1976. 


Monsieur Jacques Duhamel, 
Vice-Président, Affaires Corporatives 
et Secrétaire, 

N ational Cablevision Limitée, 

2055, rue Peel, Suite 325, 

Montréal, P. Q. 


Mon cher Jacques, 


J'ai pris connaissance de la présentation de "Pay TV" 
de Cablevision National au C.R.T.C. qui s'avére trés intéressante. 
Sous plusieurs aspects, elle rencontre la ligne de pensée de Cable TV 
dans la soumission que nous avons déja présentée. 


En particulier, nos deux organisations favoriseraient de 
retarder l'introduction du "Pay TV" jusqu'a ce que notre équipement et 
notre systéme puissent nous permettre d'offrir 4 nos abonnés un choix 
complet d'émissions "sur demande". 


Entretemps, nous préférons tout comme National, concentrer 
nos efforts sur l'élaboration du Canal supplémenta‘re qui nécessiterait par 
ailleurs une revision compléte de la réglementation, de l'utilisation de ce 
canal, qui nous permettrait d'en faire un attrait spécial des services que 
nous dispensons. Cependant, je crois définitivement que la préférence a 
la programmation communautaire est hors contexte dans la présente formu- 


lation. 


En général, nous sommes d'accord qu'une plannification sur 
le développement d'une programmation valable pour Iles abonnés ayant accés 
aux nombreux canaux conventionels, devrait 6tre entreprise dans les plus 
brefs délais possibles. 


eee 


Par contre, il me semble que le schéma te] que proposé 
soit prématuré et surélaboré. Nous préférerions une structure beaucoup 
plus simple et moins formelle mais cela n'affecte en rien la validité 
générale de votre argumentation. 


eo a A 


4 Saul 
DMF/gt David M. a i 


Président 


@ September 30th, 1976 
R wes Sy “= ee 
M. Guy LeFebvre, COMMENT ner 
The Secretary-General, COMMENTAIRE ee 1 197§ 
Canadian Radio-Television & » 


Telecommunications Commission, 
100 Metcalfe Street, 
OTTAWA 
Ontario 


RE: PAY TELEVISION 


Site 


As a Company engaged in the business of Broadcasting, CITY-TV 
has read and has generally endorsed the position paper on 
proposed Pay TV guidelines presented by the CTV Network. 


However, we have done so in much the same spirit that many 
other Broadcasters have adopted vis a vis the sudden 
resurrection from Limbo of Pay TV itself: i.e. defensively. 


Telecasters perceive that Pay TV will impact and damage them more 
than anyone else. Consequently, as a group, they would rather 
that Pay TV go away. Since that is now no longer likely, they 
seek to mitigate adverse effects by becoming part of the process. 
Similarly, CITY-TV. We believe that Pay TV ought to be cautiously 
introduced into Canada, not only for the benefit of the Canadian 
Independent Production Industry (primarily feature film), but also 
for the benefit of the Canadian TV Broadcast Industry (primarily 
UHF). However, we perceive that CTV's sheer size does give them 

a palpable advantage should Pay TV develop as a Broadcaster- 

—" dominated medium. So we conclude corporately that we must attempt 
to impact the direction of the CTV Brief from the inside, rather 
than to be left out in the cold when the time for participation 
comes. But, beyond the very broadest questions of Fragmentation, 
Primary and Secondary Siphoning, and the principle of creation of 
Surplus Funds for Reinvestment - aside from these, there is (as 
yet) no further meeting of minds when the crucial time comes to 
grapple with the nitty gritty questions of who-gets-what-and-how. 


nea | 


2 Channel SeventyNine Limited, 99 Queen Street East, Toronto, Ontario, Canada M5C 2M1 Telephone 416-86/-79/9 


re 


M. Guy LeFebvre/CRTC_... 30th/1X/76 ste2/ 


CITY-IV, therefore, respectfully files its own Submission on 
Structure: a submission primarily in graphic form, but with 
amplifying notes. 


Our Brief may profitably be read-in conjunction with the document 


filed elsewhere by Westerm Coded Television. As a consequence of 


much productive dialogue between the parties, there is now a great 
sympathy between the views expressed by Messrs. Wylie and Sutherland 
and our own; such that their remarks may be viewed as the theoretical 
introduction to our more pragmatic concerns and model. 


Finally, because we believe both the issues and our responses to 
them still to be relevant, we enclose for the record earlier sub- 
missions made by this Company on this same subject, and invite 
particular attention to be paid to the views developed in them on 
the following questions: 


1. Over-The-Air vs Pay-Cable. 


2 Pay TV as support-source for the Independent Production 
Industry and UHF. 


3. Off-The-Top Large-Scale System-Wide Commitment vs Test- 
Bed Experimentation. 


— 


my ~ 


MOSES ZNAIMER 

President 

CLITY-TV 

Channel SeventyNine Limited 
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CHANNEL SEVENTYNINE LIMITED 
TO: 
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SHAREHOLDERS / DIRECTORS 
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EXHIBING! 


BOX SELECTION, INSTALLATION é> MAINTENANCE 
PRY TELEVISION MERCHANDISING 
REVENUE COLLECTION 


§ 


BUYS/ SELLS PROGRAMS NATIONALLY é INTERNATIONALLY 
CLASSIFIES PRODUCTIONS AS CANADIAN /NON-CANADIAN 
PROVIDES PROGRAM “MENUS” AS MONOPOLY SUPPLIER ID EXHIBITTCO 

REDISTRIBUTES / REINVESTS CANADIAN ALM REINVESTMENT 
FUND & CANADIAN TELECASTER REINVESTMENT FUND 
NO PROFIT DISTRIBUTION ~ CONSTANT REINVESTMENT- 
“FLOW-THRU SYSTEM’ 


BROGRIN GOR 


NOTES TO GRAPHIC PICTORIALIZATION ' 
OF CITY-TV'S PROPOSED STRUCTURE 


9 FOR PAY TELEVISION IN CANADA. 


l. However revolutionary Pay Televisicn may be as a medium, it 
ought not to be introduced into the Canadian Broadcast /Communications 


System in a revolutionary (read, disruptive) fashion. Therefore 


1.1 CITY-TV submits that no proposal based on the notion that 
any one element of the National Communications Mix "cut out" 
any other element be entertained. Rather, CITY-TV proposes a 


structure that creatively allows for 


1.2 Something for Everyone - Consumer, Telecaster, Cablecaster, 


Independent Producer. 


2. A single-company model for Pay Television is both impractical and 
unnecessary. Impractical, because it seeks to combine within one 
structure divergent and competing aims and skills; unnecessary, 
because clarification of one key question - that of Profit and its 
Disposition - will thin out that confusing crush of aspirants, all 
of whom think they want a piece of the same pie, when in fact they 
likely don't. Therefore, CITY-TV proposes 


2.1 A TWO-TIER SYSTEM separating the functions of a Monopolistic 
or near Monopolistic PROGRAMCO from a multiplicity of local/ 
regional EXHIBITCOs. 


PROGRAMCO's business would be: 
a) Programme Acquisition and Packaging and Sales; and 


b) Production Incentive Fund Reinvestment and/or Redistribution. 


Zig 


EXHIBITCO's business would be: 
a) To select, finance, purchase and install the hardware 
that makes Pay TV possible; and 
b) To merchandise the Pay TV idea to subscribers; 


and effect collection of the resulting funds. 


EXHIBITCO is conceived as a licensee company conventionally 
organized to yield a profit for distribution to its share- 
holders. These shareholders should logically be drawn from 
those elements in the current scene that share the twin 
characteristics that they 
a) will be materially affected in their ongoing business by 
the introduction of Pay TV; and 
b) that they have the substantial resources required to 
implement this riskier, capital intensive side of the Pay 
TV business. 
TV Broadcasters/Cablecasters/even Motion Picture Theatre Owners 
(subject only to legitimate considerations of Nationality) seem 
natural candidates for Equity Participation. 
EXHIBITCO will draw its material from a "mewu" of. films and 
other events supplied by: PROGRAMCO. 


PROGRAMCO is conceived as a licensee company organized in an 


unconventional manner consistent with the aspirations of those 
who hope to build a viable Independent Canadian Production 
Industry. The resulting enterprise should therefore be "flow- 
through” in design ~- very definitely profit-motivated, but 
only as a means of insuring viability by maintaining that 
vital connection with real-life market conditions; and only 
for the purpose of constantly rolling-over profit (or the bulk 
of it) into more and more production rather than distributing 


. surplus (if any) to shareholders. A Crown Corporation seems 


plausible in this context, but a carefully constituted Private 
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Company need not be ruled out. Indeed, such a company, with 

all the extra efficiency and drive that private entrepreneurial 
activity implies, might be best of all. In either case, 
PROGRAMCO must be responsive to the views of the Consuming 

Public as well as those more specialized professional groups 
(Independent Producers and Exhibiters)whose livelihood will 
heavily depend upon it. Boaru representation for all these 
constituents would appear to be the likeliest avenue to facilitate 
this. 


The Question of Monopoly: Monopoly should be embraced only where 


some fundamental feature of the system requires maximum leverage for 


success. 


Sok 


ys 


There would appear to be no such need, and no discernable 
advantage with regard to EXHIBITCO. EXHIBITCO requirements for 
Investment Capital will be so large that it's doubtful that any 
single individual or group would or could bear the burden alone. 
Moreover, what plays in Toronto will not necessarily play in 
London or Plaster-Rock; and it may have to be delivered in a 


physically different fashion. Consequently, locally owned 


EXHIBITCOs should draw on "menus" of available materials supplied 


by PROGRAMCO but should schedule and deliver these in a sequence 
and frequency and mix and over-cable or off-air as a given 
community's style and taste, geography and Peneeraely best 
dictate. 


By contrast, PROGRAMCO's effectiveness could well depend on 
Monopoly status, since its ability to generate surplus funds 
for Reinvestment or Redistribution depends entirely on its 
ability to get foreign (typically American) suppliers to accept 


a return for product that is less than that which similar, but 
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Canadian suppliers will receive (see below). Similarly, 


PROGRAMCO's capacity to introduce a maximum of Canadian 


Content as well as other programmes of high quality but 
limited appeal (Ballet, Opera, etc.) into the “menu” of 
materials which it supplies to the various EXHIBITCO(s) 
could well depend on it being the sole supplier of such 


goods. 


Considerations of Monnaie lead however to considerations of 
Discretion. If the money generated for the Film and Telecast 
Funds proposed are to be administered in a discretionary/ 
judgemental way by an Individual or Group Impressario, then it 


would seem prudent to create more than one (but less than many) 


PROGRAMCO(s). Power corrupts; and regardless how brilliant or 


genial a monopoly PROGRAMCO's Management might be, any taste, 
any individual, whose content or style was not consistent with 
those of the Cultural Tzar embodied in a Monopoly PROGRAMCO, 
could well be faced with the option of abandoning the Industry 


or leaving the country. Still, it can reasonably be argued 


that it would be beneficial to have pump-priming of the 


production process so as to ensure some serious Canadian 
presence in the system, especially during its startup phase. 
Indeed, the Crown, or a Group of Private Taveatare might well 
set their PROGRAMCO(s) up with a front-loaded amount - $3 to 

$5 Million has been suggested - in which case, discretion would 
definitely have to be excercised. In such a situation, the 
countervailing balance between the corruptive influence of too 
much power on the one hand, and the need to coagulate pools of 
capital sufficient to finance projects of International Quality 
and Scale, on the other, leads to CITY-TV's suggestion that 
there be three PROGRAMCOs (in English Canada) - one Central, 
comprising Ontario; another Eastern, comprising Quebec, The 
Maritimes, and Newfoundland; and one Western, comprising B.C. 


and the Prairie Provinces. 


Seee 


For those who distrust Discretionary Power or who see the 
exercise of such perogative as limited as to time, a single 
Monopolistic PROGRAMCO can become acceptable if the funds 
earmarked for recycling into Canadian TV and Movie Production 
are not so much Reinvested as they are Redistributed, 
according to previously described objective criteria. For 
example, TV Fund money might ce divided arithmetically among 
Telecasters serving a given area with the Regulator carefully 
tracking the subsequent use of those dollars, to see that they 
are used in programming to make better shows to recapture 
larger audiences. Movies could be different. All Motion 
Pictures qualifying as Canadian that had participated in a Pay 
TV Season would qualify for money to be drawn from the Film 
Fund. This distribution would be done prorata to a film's 
market acceptability as demonstrated by its Pay TV box office 
gross. 

(E.g. In Year One, a small number of Canadian Pictures (say 
12) share amongst themselves a large dollar pool thrown off 
by U.S. product. One Canadian movie, head and shoulders more 
popular than the rest, represents fully 50% of the total box 
office take attributable to Canadian films. PROGRAMCO's 
Administrator automatically writes out a.cheque for fully half 
the U.S. generated pool. Conceivably, the lucky picture 
recaptures more dollars out of the Fund than out of its box 
office. But these, possibly, are dollars that can only (or 
mostly) be used as a credit against a new Production. The 
word gets out. More films are made because Investors like the 
idea of this secondary dollar backstop.....and more films in 
Year Two share in the U.S. generated pool. Eventually, the 
Market finds its own level.) 


Such non-discretionary use of funds in Redistribution suggests an 
Accountant/Administrator of PROGRAMCO, and Monopoly is more 


tolerable. Discretionary use of funds in Reinvestment suggests a 


passionate and cunning Producer/Administrator of PROGRAMCO 
and Monopoly ought to be somehow avoided. 


4. WHO GETS WHAT: The Consumer spends a dollar. 
It is collected by EXHIBITCO, which keeps 45¢; 
55¢ goes to PROGRAMCO. 


4.1 EXHIBITCO's costs relate to Equipment and Personnel: i.e. 
they must amortize Hardware; sell the Service; collect the 
Money. Because Cable Companies already have trucks and ladders 
and technicians in place, their costs of doing, e.g. installa- 
tion and maintenance on behalf of EXHIBITCO, are likely to be 
modestly incremental to their own, and EXHIBITCO can offer them 
an attractive profit while still spending less in fees than 
what EXHIBITCO would itself have to spend to duplicate the 


service infrastructure. 


4.2 PROGRAMCO's costs relate to Product and Personnel: a small staff, 
office expenses, travel - all reasonably covered by a 5¢ alloca- 
tion for overhead. The only other cost is Product Cost, and 


that is set as 


4.21 45¢ to the Canadian Supplier and 
25¢ to the Foreign Supplier. 


4,22 The spread of 20¢ is allocated to a 
Canadian Film Reinvestment/Redistribution Fund whose management 
and disposition was discussed in #3 above. Discretionary use of 
these funds would give PROGRAMCO equity positions in various 
projects, which positions could theoretically swell the overall 
income of the Fund if any of its investments found their way 


into highly successful properties. Nondiscretionary disbursement 
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according to formula would hold the Fund to a single revenue 
source, one that would presumably diminish over time as Canadian 

» Programming blossomed to achieve greater and greater market 
acceptibility and the percentage of total box office generated 
by Foreign (U.S.) product declined. 


4.23 Five cents for Overhead (declining as system Gross expands) and 
45¢ for Product (or Product plus Fund) still leaves 5¢ of the 
original 55¢. This nickel (expanding as overall Gross increases, 
since that would suggest steadily improving Pay TV penetration 
and, by logical implication, steadily growing levels of frag-— 
mentation) should go to a fund for distribution among all local 
area Telecasters. This would go a long way towards clarifying 
and curing a serious confusion inherent in many Pay TV Policy 
“Statements made thus far. In many such documents, the interests 
of Independent Motion Picture Producers are somehow assumed to 
be consistent with those of TV Broadcasters. This is obviously 
not the case. Conventional Broadcasters are not only different 
people, but they do have legitimate grievances as they see their 
audiences fragment and revenue bases erode even as Regulatory 


pressure increases to improve Community Service. 


>. fHUS: TO RECAP 


5.1 Independent Producers get 


a) guaranteed access to a distribution system that bypasses most 
of the abuses inherent in the current and conventional 
theatrical distribution system; 

b) a preferential high rate of retum on each box office Dollar 
their programme attracts; 

c) call on or distribution from the Canadian Film Reinvestment 
Fund. 
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5.3 


Telecasters get 


a) Equity participation in a profit-oriented EXHIBITCO (as’ 


they want it and if they can afford it); 
b) guaranteed access to the Canadian TV Reinvestment Fund. 


Cablecasters get 


a) Equity participation in a profit-oriented EXHIBITCO (as 
they want it and if they cen afford it); 
b) guaranteed access to additional Dollars via service fees 


from EXHIBITCO. 
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Mr.,Chairman, Ladies and Gentlemen of the Commission. 


CTTY-TV has three points to make in response to your 


position paper on Pay TV. 


Thereafter, I have one addendum and the answers to what 


I hope will be lots of questions. 


Our first point - and you've heard this from us before - 
is: Beware of Large Corporations bearing expensive gifts. 
Heavy investment has a logic all its own, and it's a | 
logic that willy-nilly imprisons us all. We say that the 
study and the experimentation must come first, and then, 
and only then, the big push. For to reverse the sequence 
and to make the big push the actual experiment itself is 
to create a condition in which, more often as not, the 


tail ends by wagging the dog. 


When I was still at Graduate School. some years ago, the 
fellows around the corner at the William James Centre for 
revenolors invented a fancy term for a very common human 
frailty. It's called Cognitive Dissonance, and Cognitive 
Dissonance goes something like this; the more you've put 
into something - be it time or love or money - the less 


likely are you to admit that the whole thing's really a 


crock; and that it should heweiprLriean tly altered, or, 
indeed, abandoned. Thus, once you've got the Nationwide 
monopoly in place, complete with satellites and huge 
dollars, you can bet that that system is engraved in 

rock, regardless how different the final fact may turn 

out to be from the original intention. 

Much of what was discussed in Phase One bears this out. 
Set-top convertors was a technology introduced innocently 
enough, ostensibly to accommodate newly arriving Canadian 
TV stations. Today, a brief two years later, these same 
convertors are more master than servant, precisely because 
dozens of cable companies and thousands of Canadians have 
$100 investments each in tens of thousands of 30-channel 
boxes; and they expect, they demand something under every 
one of those buttons. And you, the Conmission, are 
suddenly under intense pressure to satisfy that technological 


capability. 


So this, the, is our first point: don't rush to give the 
keys to the kingdom away to the first fellow with a flashy 
proposition. The issue is complex, is fraught with danger 


for the system as presently constituted, and does merit more 


study. Which brings us to our second point. 


In this second point we differ with certain of onr broadcast 
brethren. We have never been any good at tucking our head 
in the sand - so we look for no permanent denials nor even 
for lengthy moratoria for the PTV Medium. We support not 


only further study, but actual experimentation. 


To do so, we must first dispel the widely held prejudice 
that the provision of Pay-Per-Play or Subscription Services 
is the natural perogative of Cable. This time in concert 
with the CAB, we say: it's not! We appreciate that there 
is a first-blush resistance to the idea of using a Fresh 
publicly-owned airwave, whose content has historically come 
cost-free to viewers, for such directly money-related uses 
as PIV. And, indeed, if the frequencies in question were 
scarce "Vs", that objection would have sufficient merit as 
to perhaps be insurmountable. But, our proposed spectrum 
space is up there in UHF country and it will be many a moon 
before all the available "U" slots are fully taken up. 
There's lots of room such that no so-called free service 


need be denied frequency space in favour of PIV. 


Once this question of the basic permissability of Over- 
The-Air Pay TV is conceded, analysis will show that in 
every other respect Over-The-Air is preferable to Cable. 


For one thing, it is sipnif:cantly cheaper. Both delivery- 


systems face the expense of Wevadercuex and producer's 
share and, therefore, running programme costs will likely 

be quite similar for each. But, from a consumer's point 

of view, that's where the similarity will end - particularly 
for those who may not need, or may not on principle wish, 
or indeed may not be able to afford to pay for basic cable 
service. Put another way, in a cable-based service, those 
who are not already subscribers will be faced with what 
amounts to an annual $80 initiation fee in order to acquire 
the fu-ther privilege of spending another $100 a ee more 
on PTV. This in turn highlights the fact that Cable PTV 
would not only be unavoidably more expensive than an Over- 
The-Air version, but also would be profoundly un-democratic. 
M. Juneau, for precisely the reason that you suggested that 
Cable PTV might not represent a formidable fragmentation- 
menace, it eee a dangerous elitist one. If the PTV 
route you finally elect is solely cable-delivered, its 
inherent penetration limitations will create a condition 

in which only a narrow majority will have access to premium 
viewing choices; while a large minority - as high as 40% - 
will be permanently disenfranchised. I would think that 

no Commission mindful of the general good could contemplate 
such a situation, particularly since that portion of the 
community that can least afford it will be denied cheir 
reasonable right to current entertainment at minimum cost 


and will be forced to get ic at higher per unit cost in 
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theatres. 


Now, it's true that as of this moment UIIF distribution 
is also not universal; but where the growth of cable has 
some terminal limit at less than the total universe of 
available TV sets — most educated guesses put it at 60% 
Gueeary nationally - UHF ay no such limit. Sooner or 
later, darn near every set in the country will te a set 
manufactured since 1969, and therefore will be all 


channel and capable of receiving UHF. 


So that, then, is our second point: there's no need to 
try and avoid an inexorable future. Rather, let's meet 

it with a system that is broadcast-originated and is 
therefore more universally and more economically available 


to both Cable and Non-Cabled homes. 


There are other problems in addition to the question of 
delivery system. Fragmentation is one of which both 

the CAB and CTV have spoken eloquently. The question 

of content-regulation is another. Serious, far-reaching 
decisions must be taken on Reinvestment of Revenue, on 
Canadian Content, and the like - all in the absence of 


evidence from "living-life". Ward data on real vs 
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expected product availability; hard data on penuine 
consumer affection for ballet and symphony and all such 
types of inducements which any applicant will likely be 
offering in an atet to seduce you into granting what 
could be one of the great bonanza monopolies of all time. 
On the other hand, PTV could meet xeal market resistance 
and have a very tough go; and suddenly, those who today 

or tomorrow might promise you everything, might feel the 
need, due to unforeseen circumstances I'm sure, to deliver 
less than everything; perhnn steven nothing. It has 


happend before. Which brings us to our third point. 


We propose that the Commission at this time commit itself 
to a PTV experiment and we volunteer our modest facility 


for such a use. 


Imagine that at a given moment each day, a switch is 
thrown such that CITY-TV's regular signal is processed 
through a eeranhle rn Not on a new frequency, but on the 
station's current UHF Channel 79. Not in prime time where 
it might hurt other broadcasters or deprive a viewer of a 
fresh experience that he might normally have experienced 
free, but, at first, after midnight, where no Canadian 
content rulings apply and where the PTV option could be 


one more movie among many that already saturate our market 


at that timeslot. Then, carefully, and only as swiftly 


as penetration of decoders would permit, the pay-service 


might be introduced backwards into the evening's schedule 
to a limit, say, of 10:00pm - leaving the station's prime 
time block unchanged, still full of the same intensive 
local service ciaeeiaa become our trade-mark in any case. . 
Notice what happens to disturb the status quo: very verre 
Other broadcasters can't be said to suffer because no new 
service has come into the market to woo away viewers; one 
programme has simply been substituted for another. The 
viewing public can't be said to be suffering since all 

they are likely to be denied are the third, fourth, and 
fifth reruns of typically U.S. syndicated product that we 
ae any other alternative service might typically have run 
in those time periods; and surely that's no blow. Not 
even the C.R.T.C. as representative of the public good 

and as guardian of the culture can be said to he worse off; 
since the channel as a whole would still happily he 
adhering to the Canadian Content regulation then currently 


in force. 


By this method, or one similar to it, we could all of us 
learn over time, just how vibrant the demand for PTV 


really was and therefore what kinds of percentage of 


PRAM SS ae oak anna Gti ie nt a Aa 


revenue could realistically be rolled over into some sort 
of Canadian Eady plan. Moreover, we would have had to 
have explored by then the unavoidably cooperative relation- 
ship that must be forged between broadcaster and cable- 
caster. CITY-TV already has an excellent record in this 
regard, since our very mode of distribution causes us to 
have a Meher reatererhanct sal involvement with the Cable 
TV industry. For example, the broadcaster might package 
and promote and programme, while the cablecaster might 
install and maintain and possibly even finance equipment. 
Thus, by sharing in the system's yield, would they be 
compensated for carrying the scrambled UHF PTV signal in 


a normal fashion. 


That's our third point then. Experiment first. Use CITY-TV 
if you like, someone else if you don't; but at the cost of 
minimum dislocation to the present system. Then, with some 
real experience in hand, born of some years of ane this 
and that, you would be far better equipped to establish 
technical standards, determine corporate structuce and 
pricing should you choose to, and allay gencral fears. Then, 


and only then, Sir, would the Pay TV medium be ripe for 


national expansion. 


A final word, Sir, about why we're here; why little-old- 


CTTY-TV presumes once apain to sit amongst the Miphty, 


competing, dn oa sense, for your attentton with the Likes 


of Canadian Cablesystems or the CTV or Bell Telephone. 


I submit, Sir, that UHF needs all the help it can get; 
lest it remain as stillborn a medium here as it is in the 
U.S.A. Be it cable or VHF or a mixed VHF/UHF system 

such as Global's, there is not one element of the Canadian 
Broadcast System that has not at one time or another been 
carefully nurtured by this Regulatory Agency: cither by 
the granting of outright monopoly, or the careful limita- 
tion of competition or by special concessions. That's 
just not been the case with pure UHF - which finds itself 
as an industry too late on the scene to share in the 
goodies; but right on time to bear the full brunt of 
relatively new obligations set by this body. It is our 
belief that commercial UNF has demonstrated an interesting 
model for alternate, locally oriented television. But, 
independence is lonely and arduous, and encouragement is 

a must if current UNF shareholders are to continue bearing 
the degree of burden that they have to date: and, indeed, 
if any others are to be encouraged to travel a rouphly 
similar road. Pay TV could well be such an encouragement, 
particularly since, as an Uver-The-Air phenomenon, PTV 


would of necessity ride th: "U" Band. 


SD 


Our purposes, Ladies and Gentlemen of the Commission, are, 
as always, modest. We neither expect nor really want to 
run off with the whole pie. Rather, what we are attempting 
to assure here today is that neither we, nor the UHF 


industry that we represent in embryo, are cut out, while 


the Big Boys proceed to divvy up the loot. 
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May 14th, 1975 C 


The Secretary, 

The Canadian Radio-Television Commission, 
100 Mecealfe Street, 

OTTAWA 

Ontario ‘ 


Re: PAY TELEVISTON POLICY STATEMENT FOR JUNE OTH HEARING, OTTAWA 


1. Channel SeventyNine proposes that Pay TV in Canada be developed 
around broadcast television as a nuclei. Canadian broadcasting 
stations carry the prime responsibility for the objective of 
the Broadcasting Act and represent the best suited vehicle for. 
the harnessing of the potential of Pay Television in the public 
SMSC OSIE 


2. Specifically, Channel SeventyNine proposes that UHF broadcasters, 
such as CITY-TV, use their broadcast time for the distribucion of 
Pay Television. UNF represents the most fragile of the various 
elements comprising the Canadian broadcasting system, where both 
VHF and cable have had significant economic afd over the years - 
particularly in the form of protection from compecition - UHF has, 
as “Johnuny cone lately", all the same burdens with none of the 
historic advantages. 


The allowed proportion of the broadcast day presently used for 
non-Canalian programming could be used for Pay television instead; 
thereby minimizing lengthy reappraisals of Canad‘an content 
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This would also minimfze the fragmentation of present audiences 
since it would noc add another entertainnent channel already 
competing ror viewers! attention, Tt would merely change the 
station's cutertainment programming from one kind of television 
to another with the result that the objectives of the CRTC 
could be wet tn the mose efficient manner. 


This would atso re-orient the public into accepting the fact 


that chey should pay for forvipn programmes which would then 
support the production of higher quality tree Canadian programmes. 


eey! 
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An example of how this would works CHETY-TV proposes that {te 
could use its evening time from JO;00pm onward; and some ot 

its daytime propramming for Pay TV purposes, leaving Che rest 

of the sehedule for hoeally produced programmes of high quality. 
Specifically, CUPY-TV has produced a siynitteant amount of 
Canadian Local programmes of value to Toronto. With a mixed 

Pay TV/free system, the quality and quantity of these programmes 
could be increased. 


The resulting effect of this to the broadcasting system would 


be there would be no increase in foreign content in the UF 
broadcasters schedule; and Canadian content rulings could more 
easily be met through the normal broadcast day. 


In addition to the above, Channel SeventyNine also points out 
that.cthe system it proposes could be implemented immediately, 

on an experimental basis with minimal cost or disruption of services. 
In any given context over-the-air distribution is cheaper than cable 
and more universally available. Entertainment is also a right and 
its availability ought not to be restricted to those societal sectors 
which can afford cable services. 


Proadcasting stations are already "programming, interpreneurs". 

They produce programmes to suit the needs and tastes of their 
audiences and they buy programmes from others for similar objectives. 
In the process they hopefully generate a profit, much of which is 
used to further develop programming resourees in various ways and 
some of which is used to compensate the investors. Pay Television 
Tsjtist  aevarineion ofvthe ibroadeast tlcnewlaynent is) exacted 

from che viewer directly rather than indirectly from advertisers. 

A re-orientation of thinking is required to some degree but the 

basic requirements and objectives are the sane, 
Television stations are untquely suited to act as Pay TV 
entrepreneurs. The intent of the Commission policies is to have 
Pay TV benefit the Canadian broadcasting industry through the 
enhancement of programming resources and capabilities and to 
provide a similar enhancement for the Canadian feature film 
industry. CIPY-TV has a nearly unique record of programne 
production for its coumunity which would be benefited by 
additional financial resources. lt his strong, contacts with 

the Canadian feature film industry and iss prepared to assist 

this industry by providing attractive exhibiticoa opportunities 
for Canadian films and by financing the production of new 
Canadian feature films - this latter on a fixed commitinent basis. 
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8. CETYSTV weeopnlices that Vayltelevis ban ti Uieg tint tel Ss Cates sic 
had only Limited suecess. Pay Television fo the U.S. has been i 
able to operate through che facittties of cable television 
systems of very Limited size and scope and with very primledve 
teclinolopy. Pay TV in che U.S. still operates only on a 
"subscription" basis charging a flat monthly fee for a package 
of entertainment features. Ve propose an intensive investigation 
of "Pay by Programme" technologies to find and prove a system 
Suitable for broadcast use, since Pay Television can succeed on 
a large scale only with this kind ef cechnolopy. We believe that - 
the capability for development ‘and proof of this kind of technology 
exists in Canada and that. it mighe very well be developed first in. 
this country and chen exported to others. <A demonstration of a 
sample system was recently made in the CITY-TV otfices and well 
attended by Commission personnel. 


9. CITY-TV recognizes that Cable systems now play an important part 
in the distribution of broadcasts for all television broadcasters 
-— VIF and WHE. We believe that the role of cable should continue 
to be restricted to distribution. Cable systems have shown 
themselves to be singularly good at distribution and singularly 
bad at programme production and management. They should continue 
to do what they do best. We propose that Cable systems act as 
technical ascents for broadcast Pay TV operators in the areas in 
which they are licenced providing a technical service function to 
both the Cable subscribers and the non calbe subscribers (homes 
receiviny, Pay-TV¥ broadcasts directly) in their licenced service 
areas. Cable systems would receive a commission for these technical 
and even administrative services, thereby sharing in the Pay TV pie. 


Please find attached letters to the C.R.1.C. outlining these proposals, 
dated May 23rt . 1973, and November, beth, Lo 7s, 


We would like to appear, to discuss this proposal before your Commission 
publle hearing: efine? HOchslo75. 
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Mr. Pbherco Junasu, 

Chalrinan, 

Canadlan Radlo & Taleviston Commission, 

(OO 'Motcalte-strear, : 
Ottawa, Ontarlo. 

KIA O2, 


Shr 


Pay Toloviston & the CRTC 


Pay Toleviston (PTV) Is a much dalayed “naw eeadlbum; a so- 
called revolutlon In comnuntcatlons that's been twenty years 
In tho Journey from carly briqht promlsea, throvah a seclos 
of disappolntihng though provocative fallures, to the present 
which Is full of promiso aqain, Recoanlzlna this, the 
Canmisslon lald down somo preliminary auldalines ceqarding 
the devolopmant of PTV In Canada, In an announcemont dated 
the ord of October 1972. 


We aro ospoclally supportivo of the opinion oryprossed In that 
announcenent that PTV In Canada ought not to sliaply Increase 
the "passlvse technical capacity" of the Canadlan Broadcast 
Systems tat oudant, ntact, “to help othe "deslonmnt of, Can- 
adlan Proqrans" In order to encouraqe “diverse posslbilittes 

of Canadlan Expression". And so consistent wlth these quida- 
IInes, this tetter now comes to you as a proposal for Inmodlate 
over-the-alr PTV experimentation. : 


Roallzatton of Commisston Polley 


Thoro appears at this tlma to be two baste types of wlde-cast 
PTV (closed clreult thoatre or hotel systans ara excluded from 
THISVHTITYE TS). 


I. Overc-tho-Alr STV to a subsectbers toa. 


2 eavtalionesigsar (RIA itey ah SMU eliltn rca » Naren 
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In cach, the baslc concept Is tho same; speclal programs 
for speclal fucs. Tha crucial differences, however, Tle 

In dhe modia chosen to dollver the altractlon to the paying 
customer, tlow, eblther expressly or by lmnop dbbcatton, many 
who have discussed the future of communtcathons haves lip ty 
assumod that the dovelopmont of PTV Pa Gatade whtt Ube wlth 
Cable. CiT?T= TV dlsaqreos. 


The Case for Over-the-Alrc PTY 
CITY-TV pelievas-that It's facliittes;, staf and manaqement 
provide an Ideal opportunity to beqln to tisnlement the 
Commisston's pollcy objectives with raspect to PTY In thls 
country. JThearefore, we proposoa: 


CPA SOn 


A systom of over-the-alr transmission, reception and decoding 
of scrambled talevislon slqnals USING THE UliF BAD. A small 

docoder placed In tho subscribers home end abtiechod joan lsnly 
recolver unscrambles the plcturo and provides the Information 


roquirod for the LIT Eng/paylnaq process. 


All technoloay for the system has been devateped by a company 
that has long been a leader tn the flold of UtiF slanal distrci- 
butlon. Stato of the art circultry, counlad with accumulated 
oxpertise In UHF equipment desiqn, quarantee tha custonor the 
hlqhest UHF stabll ity obtalnablo. In oxch Installatlon, If 
necessary, a separate UHF antenna wlll be provlded for recelving 
the PTV slanal. Finally, during Installation, all existing 
lead-Ins wlll! be checkad, plcturo quality verlfled and customer 
satisfaction quaranteed to pleaso aven the wost discrlintnating 
colour TY viewer. 


Advandaacs Access 
To bogin with, just as Commun ty Proqrarmina ought to be freely 
avallable iw all): so should@ePI¥ be frealy aval Table, bap lites 
fashion. Obviously, program charaes alroady survo as a natural, 
unavoldabte tml tatlon on the qeneral-acceessltillty of the system, 
But to compound this baccloc with the add  thonal -Limltattonas 
Inherent In CATV Is unjust. 


For examote, cable-penetration has vaper Ilitts. Reqardfess how 
hiqh thls may bo ta any tocallty TH can nevor duoticate the near- 
universal nunbors who wlll, wlth tleo, te auto to acenss (oven 
UNF) ovor-the-alr slanals. 


Pers 
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Or qqala, why should a householder be compat bed to subser [be. 
to cablo tetoviston at £60 or 480 per yedr Tacorder to qada 
accass to pay televiston proqrams for whteh the would) thea 
only have to pay addlt lanai doltarit)) bn ierontoge Trad Itlonal 
antunna systems alone satisfy the TV viowlod nceds of about 
HO% of ALL teams. ta order to For erLy fecha eCOUL ought tot 
to bo obtiqed to pay for baste cablecas wokl. 


Finally, In Toronto, all theso problems are furthor compl l= 
cated by the fact that the city ieedarveduty duliy Wpdliterent 
cable systems. Somo ara larae enough T0,0ffer pay televiston 
In the near future; ofbers howover, may not make this sorvice 
avallablo for years. 


CLTYVISIOL: Equall ty of Sorvice, For. All 


With an over-the-alr system, such as the one we propose, Pay 
TV would be avallable to both cabled and non-cabled homes. 


Advantaaes/Suporvislon 


PTV would como under tho direct supervislon and control of 

tha Commlsston, Such Jurisdictlon vould td neare Securaciaainst 
any future chanaes tn division of responstblitrses belwoen 
varlous levels of governmont. 


Advantaaes/Velavestment 


Profits froin PTV could flow directly into the "development of 
Canadlan programs". CITY-1V, desplto It's rolative youth, 
already has a distinqulshed record for Innovative, Indepondent 
and Jocal production of Canadlan proqrans. In keeping vith 
thls record, CIVY-1V would propose to devisa sone schema whero- 
by some portion af proflts reallzod frow PIV would be plowed 
back Into the production of Canadlan feature filme 


Advantages/ © tancards. 


What Is more, CITYVISION's output could liselt comprise of 
cortaln luvels of Canadlan Content - and could ‘cover arcas 
other than foatures, (or sports) as woll. 

TS eal lin 

Trankly, tecausa CITY-TY bet fee deservas the chance to operate 


PTV In Toronto than any other potenttal apopticant tn the area. 


oe 
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CFnelosed please find semo rocent critical opprectattlons 

Ge CUIY=TA UY otial hanes ea CUT ES toe Ort 

dad Pea bhon aha ip rociiamartr Loc [Tes eran ff one hesadtina 
disposud of us wlth the (rather qlhit) quostlon: Bhat cea 
you say about CITY-TV afteq you say That PETS enon hie = 
wall, we content oursalves In the Rnowladqe that even 
difforence by Ttself ts a difflecutt ant eorcthetiiee achteva- 
mont In an Industry where the prossuces for sanenuss are 
erushing, and, some would have, unavoldable. 


As It approaches the and of it's flest yoor, Vy hasdone 
undentably well. ut the toll Is howy. tosses, willy 
mostly ferasaen, ace heavy. At 425 hours a WreraC Ti pros 
ducos an astonishingly hiqh portion of [t's lotal weekly 
and Canadian output. At 12: hours a weok cur Clty Show 
providos by wlde margins many times more aubhoratative 
local news and analysis, than any comparablo effort any- 
whero, Including the publicly financed ceo - und In primo 
tino. Alt thls represents a burden doubly hard To beac, 
glven our Urif distribution. In the end, Glivawiiigcous 
through - so much has boon provon by the experiance of the 
last olqht months. Tha audlence ts thera wil 1s vlowly 
qrowlng. but a baofed-up corporate {Inanclogy tase would 
certainly hasten the process alonq. Hot only towords more 
rapid vlabllity but, hand In hand, toward bettor proqrans, 
sooner. 


PTV and UE 


It's not only CITY-TV, but tho VHF Endustry that doservos 
all thoshelpadtacan ger, 


Tha Cable Industry has been supported by the aranting of 
outriqht monopolles. Recently, 20-channet approvals have 
added another revenua qanorating mechantsia to further brighten 
longterm cable prospects. 


SImlfarly, tho VHF broadcasters were for many carly yours 
protectod trea full fludqed competition, fa toronte, theso 
private Vil operators aro (and havo tonq been) tiably pro- 
fitable; In fact, through tho new tactic of cablu substi tutton 
thoy are preparing to do better stilt. 


This sort of nuturing of tho Broadcastina Industry has served 
Canadians well. low tha same 1s neede.! for NU ee aT a WS 
typleally too Tato on the sceno fo profld Crom. atone-nass; 
foo small ba rosource to competa for the hot Aroactoan propoc- 
tlos that wlll "nay" In cablo substitution, 


wa 


uw 
e 
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“Wo think PIY Is tho answer. Lot the locel hie ae cea A 
markot bo certainty the first, and perhaps tha saly ery 
biconco lin ti orede) Got PIVe Such as wo OPCopomn, heto 
Independent, focal, alternative eve 


SNM AL: ROLY: 
Which brings us to CITY-=TV aqain. Scarclty of spocteun 
space has always boen @ problem - nowhore less so than 
In-Toronto. That's why CITY Itself Is, and Is on DHE 


Ry way of solution, the PTV experlannt proposed here 
would Involve no additional publlc oxpend| ture of scarce 
frequency snacc. 


In fact, ralatively small now Investment ourside of4de- 
coder-Installation flnancing Is required, since CITY-TV's 
present channol, transmitter, studlo, telecine and VIR 
facliiltles would all be amployod. Thus tests could be 


(a) Very quickly mountod, to a 


(b) Vastly taraer audlence potential, wlth g 


-_—— — — - = 


graater capecity for 


(c) Profit dua to lowor capital costs: which 


would bo passed on to 


(d) Canada, In the form of the standards end 


Extenslan of PTV Servica 

CITY-TV's proposal appllos spoctfically to Toronto. Rut 
the basle principle - oxploltation of PIV by focal Undoo 
pendent teloviston Cand IIkely, UNF) stations could serve 
to provide tha very necessary flnanclal base for local 
tolevislon end flim productlon Tn cantras PLO WAGress 
Canada. CllY=tV.ls: prepared Vo ‘ploneer adqeal ag anced f 
granted this opportunl ty would be plaased to pipe) PERO 
perlonce learned In Toronto avallable to others In other 


parts of Conada. 
Conc lus | en/Proposal 


Of course many questions about PTV cematn to be answered 
In a Canadian Contoxt: 


ee 
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Who whhl buy PTY services? 
I hove many wiht do so? 
How of tan? 


What kload of output will both attract most 


customers, but loast disrupf tho broadcasting 
systen as It now stands? 


demanded adult materlals that CITY-TY sow 
plays at midaltqht? 


Should some portion of a PTV schedule be 


qlven over to non-novic, non-sports events? 


What portton of o PTV schedule should te 


qlvan over to quarantoed exposure of Canadtan 
Foature Film? 


Nlaht sore portion of PTV revenues possibly 
he vested [na fund, earmarked for retaves tment 
Into the production of our own native feqture 


flims? 


of H15 cosmopolitan citizenry than any other 
stallon In Canada. Wut precisely because 75% 
of nore of our output Is "heme made", Teronto's 
759,000 Italtans, 100,000 Portugese, BO evel 
Germans, 670,000, Gpeahks,. ONC... fn. oil dealed 
the same kind of hlqhly professlonal, Lar: 
budaet featuces that Lagi lsh-spenkors at In 
abundance. Could PTV comm fo the ruscunt 


eae | 


“ 
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To answor all these quostions (Cor beatin 1) > lOeCO. 6. 
rapldly and whthout tho risk of additional spectrum ors 
tho normally tarqe dollars Involved, wa Tavite yeu to 
slqnal us your encouragement and suaqustod method of 
proceeding. Upon the recelpt, we wlll be pleased to 
quickly present In fuller detall our plans for a thiiely 
PTV Inltlativo which can have a ma for fmpncr on. CUIY-IV = 
and on all of Canadian Broadcasting. 


With Respect, 


MOSES ZNAINER, 
Vico President/Managing Director, 
CHIY<1V; 


MZ/qee 
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ASDA COMM ee eee 


Mr. H. Boyle, 
Chairman, 

Canadian Radio 
Television Commission, 
Berger Building, 

100 Metcalfe Street, 
Ottawa, Ontario. 

K1A ON2 


COMMENT 
COMMENTAIRE 


Dear Mr. Boyle, 


We appreciate the opportunity of making our views and 
concerns known to you. Our concern centers on the many 
dangers resulting from considering Pay-TV as an essentially 
isolated and self-contained venture - even in its relation 
to other existing forms of breidcasting. 


Our view is that this service should be considered in the 
far wider perspective of discernible and emerging trends 
in Communications. - and as a stepping stone towards the 
establishment of such future communication formats. 


Our comments are in the concise format of our monthly 
publication "ASDA-Gram" which affords little scope for 
supporting the views presented. Should you be interested 
in further development of this concept, I would be glad 
to elaborate. 


Yours sincerely, 


Malina SSN esta Eng., \ 
President. 


t 
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asda limited 77 metcalfe st. ottawa KIP 5L6 canada 


phone: (613) 238-2770 
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CRTC has invited comments on the nature 
of future Pay TV services and the form 
of organizations to guide the develop- 
ment and operation of such services. 


Appropriate concerns over social impact 
and public interest are stressed as the 
ultimate issue; the more immediate and 
palpable issue crystallizes into one of 
jurisdiction and control over a 
potentially lucrative new market, in the 
light (or twilight) of broadcasting, as 
de fined. 


Ottawa Seedy 


We shall here examine the issue of Pay TV 
in what we consider the essence of its 
nature and its potential. In this 
perspective some features of Pay TV will 
appear less distinctive, and new 

criteria will emerge. 


But first our fundamental premise: 


Basic to the process of communication is 
the question of control over the flow of 
information. In face-to-face, one-to-one 
communication, useage has established 
traditional patterms. Different patterns 
have emerged for one-to-many communication 
formats. Significant deviation from these 
patterns will impede and eventually 
destroy the communication process. 


( \NSULTANTS 


In its principal forms, telecommunication 
allows full interaction in one-to-one 
communication (eg. telephone) and no 
direct interaction in one-to-many 
communication (eg. broadcasting) . 


COMMUNICATIONS 


New hybrid forms are emerging. 


Pay TV could be a pioneer amongst them. 
Only this role could make it worthwhile. 


‘A surfeit of choice offered, in radio 
=— as in TV, tends to inducé "decision 
Ee indigestion”, when program selection 
— is governed by "habitual preferences" 
cf and the full range of options is not 
re exercised. 
@ 
& 
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Program selection in traditional 
broadcasting is no more than a multiple 
on/off switch - a "passive control" over 
programming. * : i 


choice where choice is already abundant by 
adding a few switches marked "$" (S$ refers 

to the new switch bank, or to each switch-@® 
ing). Economics dictate that the new 
"commercial-free" options be "popular"; 

this renders any outside "interference" 

into program fare difficult and “unpop- 

ular". The key note is "more of the same" 
(including existing difficulties and 
conflicts) and seems hardly worthwhile. 


Conventional Pay TV provides further | 


To be worthwhile, the new service anda its 
premium must buy more - a staze in the 
future. A program-on~demand concept and 
some of its implications are discussed by 
G. Thompson (In Search, Fall '75). This, 
together with other variants of community 
involvement and participation, we see as a 
first and vital step towards "future forms" 
of telecommunications, however dimly 
perceived - by us or anyone else. 


We therefore consider it crucial and 
imperative that any emerging policy regard 
conventional Pay TV services as an interim 
measure, with added responsibility to 
develop: 


© subsidized premium services for regions 
where limited selection is now available 


Oo new methods of audience monitoring 
(eg. opinion poil) and audience-mediated 
access to program selection 


Any organization entrusted with the 
implementation of such a future-oriented 
policy must ensure: 


oO successful operation of interim 
services in urban and rural areas 


o shift of emphasis towards more inter- 
active forms of telecommunications 


We choose to be naive in believing that 
such a body could align many of the now 
conflicting interests towards mutually 

compatible and rewarding goals. 


September 29, 1976 


Mr. Harry J. Boyle 

Chairman 

Canadian Radio-Television and 
Telecommunications Commissio 


100 Metcalfe St. ‘a 
Ottawa, Ontario COMMENT 
K1A ON2 COMMENTAIRE 


Dear Mr. Chairman: 


I am attaching herewith a copy of our submission 
to the Canadian Radio-Television and Telecommuni- 
cations Commission on the form and function of 
Pay TV in Canada. 


I thought you might find this of interest. I 
would welcome your reaction to the views expressed 
in this submission. 

Best regards. 


Yours sincerely, 


BRITISH COLUMBIA TELEVISION 
B SYSTEM LTD. 


J.R. Peters 


President 


(encl.) Received — Ragu 
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Canadian Radio-Television and © 
Telecommunications Commission 

100 Metcalfe Street | 

Ottawa, Ontario . 

K1A ON2 


Attention: Mr. Guy Lefebvre 
Secretary General 


Dear Sirs: 


Re: Pay TV in Canada 


On June 30 last, the Minister of Communications called for 
submissions on the form and function of an organization to 
assemble, produce and acquire programming. for distribution. 
to licensed broadcast undertakings for pay television on a 
national or regional basis. 


British. Columbia Television Broadcasting System Ltd., which 
now is licensed to serve 96 % of the people of British 
Columbia through a series of 87 television broadcasting and 
repeater stations spread across virtually the whole of 
British Columbia, has been a pioneer for over sixteen years 
in all phases of the development of Canadian television pro- . 
gramming. British Columbia Television has been a pioneer in. 
program selection, program distribution, and program pro- 
duction to serve a cross section of Canadians, urban and. 
rural, some served by a full choice of Canadian and foreign 
signals and others remote from multiple choice television 
served only by one or two television stations. 


British Columbia Television has consistently monitored the 
effect on Canadian television broadcasting of multiple 
station fragmentation, cable penetration fragmentation, and 
new station fragmentation, both in their direct effect on 
Canadian audiences and what they will choose to watch on 
television and in their indirect effect on the financial 
ability of Canadian television stations to pursue the goal 
of varied and comprehensive programming of high standard, 
using predominantly Canadian creative and other resources 
set out in Section 3 of the Broadcasting Act. 


vee fe 


British Columbia Television Broadcasting System Ltd. 
Box 4700, Vancouver, B.C. V6B 4A3 (604) 299-7272 Telex 043-54784 


Mr. Guy Lefebvre 
Ottawa, Ontario September 29, 1976 


From its continuous study of specially commissioned market 
research by A.C. Nielsen Company of Canada Simited, and 
from its own financial records, British Columbia Television 
is able to state categorically that fragmentation of the 
attention of viewers among an ever growing number of 
television choices is the single most destructive factor 

in the Canadian broadcasting system. 


Pay TV is clearly another way of fragmenting the Canadian 
television audience. Any consideration of the introduction 
of Pay TV in Canada must deal with the question of how the 
advantages to Canadians can offsew. the clear disadvantages 
of even more fragmentation of the television audience in 
Canada. 


Several points must be considered. 


First, it must be asked how Pay TV can. operate usefully 
in Canada and how it can do so without subsidy from public 
funds. 


Second, it must be asked if Pay TV can be operated econ- 
omically in Canada, whether that means in every part of 
Canada or just in some parts. It must be asked whether it 
is practical to search for a national organization, instit- 
ution or agency, or whether it will be more effective and 
efficient to recognize the differences between the various 
parts of the country and develop Pay TV on a local or 
regional basis. 


‘Finally, it must be asked if Pay TV is to be introduced, what 
section of the Canadian broadcasting system should be respon- 
sible for its introduction and operation. That is to say, it 
must be asked which "licensed broadcast undertakings" should 

be expected to implement Pay TV in Canada. 


It is necessary to begin by asking whether Piy TV can really 
operate usefully in Canada. It should not be assumed that 
Pay TV will necessarily add anything of significance to the 
program choice of the Canadian viewer. 


Advocates of Pay TV point to its success in American cities, 
such as Los Angeles and Honolulu. They say that. the programs 
it brings add to the program choice of the viewers. British 
Columbia Television suggests that this is not necessarily so, 
particularly when the Broadcasting Act directs that the pro- 
gramming provided by each Canadian broadcaster should be of 


eas 


Mr. Guy Lefebvre 


Ottawa, Ontario September 29, 1976 


high standard. British Columbia.Televisian urges the CRTC 

to obtain a list of the Pay TV programs available on typical. € 
American Pay TV operations over a typical period and compare . 
it with the programs available on.television.stations in the 

same area for the same. period of time. Attached as Exhibit 1, 

for example, is a comparison of the programs offered on Pay TV 

in Honolulu, Hawaii this month.and..the counterpart programs. 

offered on British Columbia Television. alone in British 

Columbia. 


Before deciding what. form.of programming..organization is hest, 
it is necessary to decide what kind. of programming it is 
desired to assemble. To assume any.organization can add any- 
thing of significance to the program choice of Canadians by 
simply adopting the American Pay TV program schedules is to 
ignore what a simple comparison of American Pay TV pxegt em) 
and Canadian broadcast programs will show. 


Tf it is concluded that Pay TV can add usefully to the Canadian 
television scene, then it must be asked whether this can be 
done economically, that is, on a self-supporting basis, profit- 
able enough to attract private investment without public sub- 
sidy. British Columbia Television suggests that fragmentation 
is not only a danger to the effectiveness of existing Canadian 
programming; it is also a danger to Canadian public subsidiz- 
ation of creative and communicative arts. British Columbia 
Television suggests that whatever organization is developed, 

it should be financially self-sufficient. 


Once it is concluded that there is a way in which Pay TV 

can be usefully operated as part of the Canad?.an broadcasting 
system defined by the Broadcasting Act without fragmentation 
of public funds, then it must be asked whether the methad 
chosen. can be equally effective in every parté—of Canada or 
jJust in some parts. 


British Columbia Television submits for examination Exhibit 2. 
attached. This is a series of studies conducted by A.C. 
Nielsen Company which shows the growth of cable penetration 

in Canadian cities and the trend to cable television viewing 
illustrated by specific reference to the most densely cabled 
city Vancouver. Then follows a study of the division of 
viewing between Canadian and American stations and an analysis 
of tuning shares. Appended to the series is a Toronto survey 
which shows the pattern in that city to be essentially the 
same as in Vancouver. 
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The studies of viewer reaction clearly show that additional 
television choice does not strengthen the audience of one 
part of the system against any other part. Additional 
television choice merely fragments. the interested audience. 
Similar results have been found and filed with the CRTC 

in Hearings concerned with smaller cities and. rural areas. 


In Vancouver, the cable subscriber today has a choice of 
five Canadian and five American television signals. All 

of these stations carry at one time or another movies and 
material comparable or competitive to Pay TV fare as it is 
now known. Vancouver also has ai eleventh channel of local 
cable system production. It is impossible, therefore, for 

a Vancouver viewer to watch even 10 % of the television 
service he is offered. Because of this, it is impossible 
except for a well-established system such as ours, for any 
Canadian television station to operate without subsidy, 
private or public, and our system operated. for several years 
on the subsidy of its shareholders. Pay TV will only further 
reduce the economic viability of the Canadian broadcasting 
system. Pay TV will make available only proyrams which are. 
essentially duplication of the sort and quality of programs 
now available to viewers in several places at the same time. 


Whether the questionable usefulness of Pay TV will be the 
same in every part of Canada as it is in Vancouver, we do 
not feel able to say. British Columbia Television does say 
that if Pay TV is to be introduced, it should only enter 

the broadcasting system after long and careful local or 
regional experimentation to determine whether it is truly 
regarded as advantageous to Canadians in the region studied. 
and on what basis of organization can best serve that region. 


Finally, if it is believed that a careful period of exper- 
imentation might show Pay TV to be attractive to a signif- 
icant number of Canadians, and economically sound, it will 
have to be decided what section of the Canadian broadcasting 
system should be responsible for its introduction and 
operation. The programming organization to be-adopted cannot 
be chosen without deciding who will be the operating licensee. 


British Columbia Television submits that there is no advantage 
to anyone involved in the Canadian broadcasting system, 
creators, performers, viewers, broadcasters - private and 
public, and cable companies, from the introduction of Pay TV 
as it is commonly presented in other places with a collection 
of second runs of movies and occasional live sporting events. 
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The only possible exception to this.statement is the financial 
advantage to the one segment of the system which has been 
consistently profitable to its owners, the cable companies. 
Significantly, it has been the cable operators, not the € 
public, who have called loudest for the introduction of Pay TV. 


British Columbia. Television submits that. further addition to 
the profit margins of the self-proclaimed. "passive partners" 
in Canadian broadcasting serves no public purpose at all. 
With virtually. no exception, the contribution of Canadian 
cable operators to the Canadian cultural,-:political, and 
social fabric has been nil. There is no reason to believe 
that an increase in the profit margins of cable operators 
will result..in an increase in. their. contribution to the 
Canadian cultural, political, or social scene. 


The fact is that. if Pay TV..is to.be introduced in Canada, it 
should be programmed. by and introduced. through the. Canadian 
television broadcasters. These are the organizations that 
have begun the work of developing a distinctive Canadian 
television spectrum. They have the facilities to make the 
best social use of the program production potential of any 
Pay TV cash flow in the Canadian _hroadcasting system. 


iG must be realized Pee because of the. proven consequences 
Of fragmentation in..broadcasting, Pay.TV will constitute a 
diversion of, not an addition .to, the. economic. resources of 
the Canadian broadcasting system. Pay TV will not signifi- 
cantly increase the hours spent by Canadians watching tele- 
vision. It will only divert those hours from movies’ and 
event coverage now viewed on broadcast channels, and this 
will divert the economic advantages to the system which now 
accrue from such broadcast. .channels. 


The Canadian.television broadcaster through. Jragmentation 
will pay the cost of Pay TV in.Canada.. Any policy or plan 
which does not direct the cash flow of Pay TV to the part 

of the system-which will bear the:cost of Pay TV will weaken 
that part of the system. 


British Calumbia Television asks the CRTC to examine care- 
fully the usefulness of Pay.TV to the Canadian public and 
define clearly the role it wishes Pay TV to play in the 
Canadian broadcasting system. 


British Columbia Television. asks the. CRTC to recognize that 
at least in such parts of .Canada.as. British Columbia, the 
requirements for an effective Pay TV system will differ from 
other parts of the country. 
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British. Columbia Television asks the CRTC to ensure that 
Pay TV is introduced.only after the fullest. and. most careful 
experimentation. 


British Columbia. Television asks. the CRTC. to ensure that the 
capacity of television broadcasters to contribute to the 
broadcasting system, particularly new stations like CKVU and 
CBUFT in Vancouver and the Global group in Ontario, is pro- 
tected by seeing that it is active broadcasters and not 
passive cable operators. who are licensed to program and 
introduce Pay TV if and when it comes to Canada. 


Respectfully submitted, 


BRITISH COLUMBIA -FELEVIS ION 
BROADCASTING SYSTEM LTD. 


J.R. Peters 
President 


(encls.) 


c.c. B.C. Cabinet Ministers 
Minister of Commmications 
Merbers of the CRIC 


EXHIBIT 1 


A COMPARISON OF SEPTEMBER 1976 MOVIE SHOWINGS BY: 
WL a aa nen ene rer es eS 


OCEANIC CABLEVISION BRITISH COLUMBIA TELEVISION 
PAY TV BROADCASTING SYSTEM LTD. 
HONOLULU, HAWAII VANCOUVER, CANADA € 
rene ere SSSA Sn apres 
(* August showing) (* Saturday, October 2 showing) 
NASHVILLE ELEANOR AND FRANKLIN 
THE FOUR MUSKETEERS MADWOMAN OF CHAILLOT 
THE WIND AND THE, LION AFRICAN QUEEN 
SHAMPOO M.A.S.H. 
FORTUNE FRENCH CONNECTION 
ALOHA BOBBY AND ROSE THE EMIGRANTS 
ANIMALS ARE BEAUTIFUL HELTER SKELTER 
PEOPLE 
OPERATION DAYBREAK AIRPORT '75 
* THE APPRENTICESHIP OF PAPER MOON 


DUDDY KRAVITZ 


* BREAKOUT EARTHQUAKE 

*ONCE IS NOT ENOUGH BUTCH CASSIDY AND THE SUNDANCE 
KID a 

*RETURN OF THE STREET WANTED: THE SUNDANCE WOMAN 

FIGHTER 


*BLACK CHRISTMAS *THE WAY WE WERE 
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CO-CHAIRMEN: P.D.G. Hopkins, H. R. Ross, 
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. . . dg ASSOCIATION OF CANADIAN ADVERTISERS INC. 
Joint Broadcast Committee y, INSTITUTE OF CANADIAN ADVERTISING 


September 29, 1976 
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Mr. Guy Lefebvre 

Director-General of Licensing 
Canadian Radio & Television Commission 
100 Metcalfe Street 

Uttawa, Ontario 

KLA ON2 


RE: Submission by the Joint Broadcast C tt¢ 
of the Association of Canadian Adve ers 
and the Institute of Canadian Advertising 
regarding a PAY-TV policy for Canada. 


jem 2B. S. 


Dear Sir: 


In requesting submissions regarding the development of a PAY-TV program agency, 
the Hon. Jeanne Sauvé, Minister of Communications urged the development of a 
structure to maximise pay television's potential benefits for the Canadian 
broadcasting system. 


While our committee does not have the particular expertise to make specific 
proposals with regard to the structure of such an agency, we have a point-of-view 
which we believe can make a significant contribution to the achievement of the 
Minister's objective. 


In the past, our industry has opposed the introduction of PAL-TV. We have been, 
and continue to be, concerned as to the fragmentation both in terms of audiences 
and creative effort, and the possible deleterious effect on the current television 
environment. This paper recognizes the position put forward by the Minister of 
Communications, that the advent of PAY-TV is inevitable. If PAY-TV is introduced, 
we believe the advertising industry can and should participate in it, and in so 
doing, can make a major contribution. 


We understand that advertising has been precluded from the PAY-TV milieu in the 
United States and our general expectation in Canada would be for the same exclusion. 
We believe this might prove to be a short-sighted view and could lead to a decision 
that would deprive the new industry of a major funding source. 
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We perceive the Canadian PAY-TV market to be quite different than that in the U.S. 
Currently, in Canada, PAY-TV already exists, in effect, for some 40% of television 
households who buy additional TV channels through cable subscriptions. 100% of 
households pay for our national C.B.C. networks through their tax dollars. In the 
Toronto area, converter subscribers pay over one hundred dollars per year to 
‘receive up to seventeen channels. No such choice existed in the United States. 
Our view is that PAY-TV will be a tougher sale in Canada because of the additional 
choice Canadians already enjoy and have enjoyed for a long time. 


In particular we believe that Canadians will be especially resistant to another 
subscription service requiring additional monthly payments. he think they will 
be more likely to be attracted by a pay-for-play system. In addition we think 
that a’ pay-for=play system would encourage better programming, and therefore a 
better choice for the viewer. 


The infusion of advertiser funds could be important in - 


CL) making programs available at lower cost to viewers; 

erie) adding substantially to the initial investment for program 
ventures; 

Civt) providing the additional revenue required to achieve the 


quality of production essential for the possible sale of 
Canadian produced programs in U.S. and abroad. 


(iv ) helping increase the variety and the quality of programs 
for use by off-air broadcasters, to help them maintain 
their audiences and thereby sustain their only source of 
revenue, i.e. commercial advertising. 


It is our firm belief that some form of advertising could be included in PAY-IV 
programs in a manner that is not only acceptable to the viewers, but to an extent 
that would generate additional funds sufficient to substantially help the achievement 
of the objectives established by the Minister. 


Canadians already pay for media which carry advertising. Magazines and newspapers 
could not exist without both sources of revenue. As noted earlier, cable subscribers 
pay to receive additional TV channels, most of which carry commercials. 


Commercial free television has, of itself, not encouraged great audience popularity, 
e.g. O.E.C.A. Therefore, we maintain that a commercial free environment is not 
fundamental to PAY-TV's success. What is fundamental is the programming choice. 


Advertising could provide the means of affording that choice. 
Specifically, our industry seeks: 
Crt) access to PAY-TV through limited commercial content: 


thereby contributing to funding of program production. 


C14.) A channel leasing availability that would allow an advertiser 
to purchase time for promotional programs e.g. automotive 
introductions, retail fashion shows. 


($44) A pay-for-play system rather than channel subscription. 
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We are sure that the Minister and the Commission will agree that the sum total of 

all experiences of PAY-TV in the United States, and the submissions of all interested 
parties, cannot provide a definitive formula for success. We firmly believe that 
because of the broad range of variables and unknowns and, because of the possible 
‘harm to the present broadcast system by a precipitous introduction of PAY-TV in 
Canada, the introduction should be on a step-by-step basis, in a manner and at a 

pace that will not seriously affect the present system. Phase one might even be 
considered a form of test. 


An advantage of a pay-for-play system is that it would also provide a built-in 
measurement as to the size of audience. 


Because a measurement system would exist, we would be able to tell very quickly 
whether viewers would purchase programs with limited commercial content. Our 
belief is that they will. 


The Commission is well aware that the advertising industry provides the main 
financial support for commercial television and 20% of its on-air content. We 
are concerned at the rapid fragmentation of television audiences in this country. 
PAY-TV will further fragment these audiences. Therefore we ask that we be able 
to protect our interests to some degree, the interests of the present off-air 
broadcast system, and at the same time provide financial assistance to a new 
industry to help achieve the objectives set by the Minister. 


We believe the Commission will agree that we share a community of interest in the 
introduction of PAY-TV and in the welfare of the broadcast system of Canada. 


We welcome any opportunity to discuss our proposals further end would make 
representatives of our Committee available at an appropriate time. 


Sincerely, 
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Committee Go-Chairman-ACA: P.D.G. Hopkins 
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Committee Co-Chairman-ICA: H.R. Ross 
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cc: The Honourable Jeanne Sauve - 
Minister of Communications 
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COMMENTAIRE 


MEMOIRE AU 
CONSEIL DE LA RADIO-TELEVISION CANADIENNE 
CONCERNANT 


LA TELEVISION A PEAGE 


PRESENTE PAR 


L'ASSOCIATION DES PRODUCTEURS DE FILMS DU QUEBEC 


LE 30 SEPTEMBRE 1976 
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L'Association des Producteurs de Films du Québec représente 


la majorité des maisons de production de film au Québec. 


Ces maisons sont responsables de la production d'environ 
90 pour cent des films de long métrage, films publicitai- 
res, films documentaires, éducatifs et industriels ainsi 
que des films de télévision. L'Association regroupe 
également toutes les entreprises qui produisent sur bande 


vidéo. 


Est-il nécessaire en commengant ce court mémoire de sou- 
ligner combien la création d'un systéme de télévision a 
péage pourrait influer sur la vie économique et créatrice 


des maisons de production, membres de notre association. 


— La création d'un systéme de télévision @ péage est-elle 


souhaitable? 
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L'Association des Producteurs de Films du Québec ne s'oppo- 


se pas 4 la création immédiate d'un systéme de télévision 3 


péage, mais espére que les autorités gouvernementales procé- 
deront en cette matiére avec la plus grande circonspection 
de maniére 4 protéger le mieux possible les intéréts des 
producteurs de films et les intéréts du public consommateur 


de télévision. 


Les intéréts des producteurs de films se définissent aisément: 
1) agrandissement de leur marché 
2) stimulation des investissements 


3) sauvegarde du marché indigéne 

Pourtaxt bien simples, ces intéréts n'ont pas toujours été 
bien servis par les décisions des autorités régissant le 
domaine de la télévision. 


L'accés du producteur indépendant au marché d'exploitation 
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du cinéma passe presque toujours par le chas de compagnies 
étrangéres tandis qu'il passe toujours dans le domaine de 

la telévision par le chas tout aussi étroit de réseaux pa- 
tronaux qui ont développé leurs propres facilités de produc- 
tion et qui offrent pour les produits canadiens les mémes 
prix de "dumping" que pour les produits étrangers dont 

les cotits de production ont en général été amortis sur 


leurs territoires respectifs. 


En matiére d'exploitation de cinéma, nous faisons donc 
face au controle étranger; en matiére de diffusion A la 
télévision, nous faisons face 4 l‘ignorance et au mépris 
grandissants des réseaux de télévision pour la production 
qui ne dépend pas d'eux. 


. 


Si la télévision 4 péage allait empirer cette situation, 
WS la vitalité déja compromise de notre industrie cinémato- 


graphique pourrait ainsi encaisser un coup encore plus 


meurtrier. 
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Il est fondamental que la mise sur pied d'un systéme de 
télévision 4 péage devienne un fecteur important d'agran- 


dissement du marché des producteurs. 


Il ne s'agit donc pas pour les autorités d'’établir unique- 
ment un contingentement ou de fixer un prélévement des 
recettes 4 @tre retournées 3 la production, mais bien plutédt 
de chercher une formule nouvelle qui permettra 4 la télévi- 
sion 4 péage de se développer en fonction de la spécificité 


de la production et du marché canadien et québécois. 


Toute recherche de formule nouvelle ne saurait, selon nous, 
se faire sans la participation directe des producteurs de 


film. 


L'Association des Producteurs de Films du Québec recommande 
qu'une agence mixte (industrie privée-Etat) soit mise sur 
pied pour administrer la télévision 2A péage et demande 


que les producteurs y aient une place prépondérante. 
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Notre association s'oppose cependant 4 ce que des organis- 
mes gouvernementaux déja existants (L'Office National du 
Film, la Société Radio-Canada ou la Société de Développe- 
ment de 1'Industrie Cinématographique Canadienne) se voient 
confier la responsabilité de toute agence de télévision a 


péage. 


L'Association recommande également que l'instauration 

de ce nouveau systéme de diffusion se fasse avec le mini- 
mum de capitalisation pour les installations techniques 
afin que la plus grande partie des revenus du systére 


soit retournée 4 la production. 


Pour cette raison, 1'Association serait préte 4 recom- 
mander que le mode de distribution de la télévision a 


péage passe par le systéme actuel de cablo-distribution, 


pourvu que le Conseil de la Radio-Télévision Canadienne 
s'assure avec fermeté que les entreprises de cablo- 


distribution ne deviennent pas un intermédiaire trop 
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coiteux entre la production et la consommation. 


L'Association croit aussi qu'il ne ser.it pas souhaitable 
que le long métrage constitue l'essentiel de la programma- 
tion de la télévision a péage. L'industrie canadienne 

de long métrage - en dépit des revenus dérivés de la télé- 
vision 4 péage - ne pourrait jamais suffire 4 la demande 
ainsi créée et nous nous retrouverions t6t ou tard avec 

un systéme de télévision diffusant une quantité majoritaire 


de produits étrangers. 


La télévision 4 péage en s‘écartant ainsi du modéle américain- 
soucieux surtout de la diffusion de films de long métrage et 
d'événements sportifs - contribuerait 4 encourager la pro- 


duction nationale a se définir de nouvelles frontiéres. 


Notre association soutient donc que le développement de nou- 
veaux concepts de production, de programmes et de produits 


sont plus susceptibles de nous ouvrir les marchés étrangers 


Les 
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selon les voeux exprimés par le ministre des Communications, 


Madame Jeanne Sauvé, dans un discours en juin dernier. 


Notre association désire relever un des points du mémoire 

soumis au Conseil de la Radio-Télévision Canadienne par 

la Société de Devalascenece de 1"Industrie Cinématographique 
. Canadienne, au mois de juin 1975, au sujet de la télévision 


a péage. 


Dans ce mémoire, la Société de Développement de 1'Industrie 
Cinématographique Canadienne indique que le Conseil de la 
Radio-Télévision Canadienne devrait poser, dés les dévuts de 
la télévision 4 péage, deux conditions a4 l'obtention du 
permis: le contingentement pour la projection de films cana- 


diens et le systéme de prélévement sur les recettes. 


Si cette recommandation de la Société de Développement de 


1'Industrie Cinématographique Canadienne devait étre appli- 


quée a la télévision 4 péage, notre association aimerait la 


[8ce- 
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voir également étendue (au moins pour la premiére pzrtie) 
aux réseaux de EEleuision nationaux qui ont jusqu'ici - 
méme en suivant 4 la lettre les ordonnances du Conseil 

de la Radio-Télévision Canadienne quant au contenu canadien - 
négligé de donner 4 l'industrie canadienne du long métrage 
la place de choix qu'elle devrait avoir 4 l'antenne. I1 
importe pour nous de souligner 4 quel point les réseaux 
d'Etat et les réseaux privés de télévision canadienne ont 
failli 4 leur role de stimuler par tous les moyens la pro- 
duction nationale de longs métrages et combien ils ont con- 
tribué a4 l'implantation encore plus grande du cinéma étran- 


ger au Canada, 


Aucun prélévement sur les recettes, aucun contingentement 
aussi rigide soit-il, ne sauront étre favorables aux pro- 
ducteurs de films si la télévision 4 péage allait calquer 
ici son développement sur les modéles américains. 


~~ 


Il faut que cette télévision 4 péage agrandisse pour les 


MBSE 
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producteurs le marché du film de long métrage et le marché 
du film traditionnel, mais il faut aussi qu'elle constitue 
par sa formule un marché nouveau et différent pour des pro- 


duits qui seront eux aussi nouveaux et différents. 


L'Association des Producteurs de Films du Québec prétend 
que ses membres sont bien placés pour relever ce défi et 
c'est pourquoi elle réclame pour eux une part active dans 


la formation de toute agence de télévision 4 péage. 


L'implantation d'un systéme de télévision 4 péage risque 
d'avoir pour l'industrie et les producteurs de films en 
général des répercussions trop considérables pour que nous 
soyons @cartés de son développement; ou encore que ce 
développement soit laissé uniquement entre les mains ahene 
treprises dont l'objectif fondamental est davantage d'ache- 


miner le produit que d‘en déterminer le contenu et la qualité. 
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Cette qualité et cette originalité du produit étant les 
facteurs déterminants de la survie économique du produc- 
teur, comment 1'Etat pourrait-il mieux ~‘assurer des mé- 
mes exigences de qualité et d'originalité pour la télé- 


vision Aa péage qu'en recourant aux producteurs pour en 


établir la mise en train et la programmation? 


L'Association des Producteurs de Films du Québec. 
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Mri bay Ler, 
Chairman, 
Canadian Radio 
Television Commission, RE ePayalV seolicy 
berger (Burliding, 
100 Metcalfe Street, 

Ottawa, Ontario. COMMENT 


K1A ON2 COMMENTAIRE 


Dear Mr. Boyle, 


In addition to views, outlined in the October issue of 
"ASDA-Gram'", I would like to oifer some purely personal 
comments. 
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The essentially '"popular'' TV fare proposed for Pay-TV 
holds no attraction whatever for me personally. 
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o Good new films are rare; rarer from the U.S. and 
virtually non-existant from Canada. 


o Old films are being shown in abundance already. 
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I am not craving for the exchange of more blows or 
bullets on TV - for good causes or sinister ones. 


o I can resist the fascination of balls of various shapes 
aio ssZes titling across the screen. 


o "Blue'' movies (if considered for Pay-TV) seem an undue 
restriction for my TV set, equipped with full colour 
Capacity. 


Which leaves me very little to look forward to amongst 
uStundardetanciwams fordeit tdatfhicultato believesthatyout 
of this environment should somehow and miraculously grow 
excellent and worthwhile Canadian productions. 


Of course, I have no right whatever to impose my 
"minority views", nor am I trying to do this. I am more 
concerned that a majority decision may be rammed down 
my throat. 


PIGTRE 


Example: I have been forced to pay premium prices for 
TV sets equipped for UHF; I have yet to make 
use of that capacity. 


EEL 
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Example: I have, in recent years, elected to buy only 
FM-equipped radios, but would resent having this 
choice aecreed. 


dee 


asda limited 77 metcalife st. ottawa KIP 516 canada 
phone: (613) 238-2770 


Example: Ottawa cablevision Licencees have recently 
been authorized rate increases, largely for 
extra quality and range of service; it 
enabled them to peddle new equipment to 
increase program choice and quality - and to 
flash notices not to bother them during signal 
failure, which seems to have become more 
frequent of late. 


None of the above instances have, so far, led to my 
financial ruin, nor is an additional Pay-TV premium 
likely to. 


But I am seriously concerned about the preservation of 
personal freedom, and specifically about the principle 
that options should be and remain true options for those 
who want them - and that this principle be applied to any 
form of Pay-TV service over which CRTC may exercise 
authority and control. 


Yours sincerely, 


eee 


MEH. Gkassner, Ps Eng 
President. 


September 22, 1976 


M. Guy LeFebvre 

Secretary—General _ 

Canadian Radio-Television and 
Telecommunications Commission 

Berger Building 

100 Metcalfe Street 

Ottawa, Ontario 
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Dear M. LeFebvre: 


We are somewhat bothered by the incredible speed with which the Federal 
Government seems to have accepted Pay—T.V. almost as a fait accompli. 


There are vague references to the positive effect it will have on "the 
Arts", and on the Canadian Film Industry, but aside from a few generalities, 
‘ nothing is detailed, nothing clear. 


Despite this, the CRIC has a policy deadline set for the end of 
September. How can effective legislation be constructed in so short a time? 
The matter is far too complex. There are far too many unanswered questions. 
For example, Canadian Content: Who decides? Will Canadians accept such a 
system with almost exclusively Canadian content? They haven't to date! How 
will it affect our present broadcasting networks? Will there be adequate 
Arts offerings? What testing has been done across the country to sample 
community opinion, or to try it out in specific regions? There has been a 
flury of studies within the last few months, but has there been a report from 
any of them? 


Why the sudden shift to the high speed ahead by Government? Who is 
benefitting -— the cable-T.V. people? It is too apparent that, if this is 
rushed through, Canadians will not benefit. There has neither been enough time 
to investigate thorou_hly, nor arrive at carefully balanced points of view. 


This whole field needs far more study — broad and deep — before any 
significant legislation is proposed. Such study is just getting underway. It 
will take time to assimilate data not yet presented in s.veral important briefs. 


We are writing to request that you do what you can to ensure more careful 
consideration, in all of this, for the Arts of Canada. This is not possit.3 
with the seeming accelleration toward hastily conceived legislation concerning 
Pay-T Ve 
Yours sincerely, 
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Patricia Higgins 
103 Johnstone Street 
Dartmouth, Nova Scotia 


PM: fm 


CeCe Mr. Harry Je Boyle, Chairman, CRIC 
Honourable Jeanne Sauve, Minister of Communications 
Honourable J. Hugh Faulimer, Secretary of State 
Mre John Hobday, National Director to C.C.A. Members 


Box 488, 
Estevan, Saskatchewan, 
September 29, 1976. 
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Dear Mr. Lefebvre: baad - RT. S 
On behalf of the Organization of Saskatchewan Arts 
Councils, we strongly urge that a decisiun on bay-TV 
be postponed until a great deal more consideration is 
given to nethods of introduction. We believe that the 
regulations developed should protect the public interest 
in respect to the arts. 


Our Organization is an umbrella for sixteen local arts 
councils in small cities and towns in Saskatchewan. An 
arts council is operated by volunteers interested in the 
visual anu performing arts, 


Our greatest concern regarding television is the quality 
of programming. We are also concerned that instituting 
pay TV might be to the advantage of large urban centres 
only while rural and small-town Saskatchewan may be 
ignored. 


We see it as wasteful that cable TV should own the hard— 
ware and duplicate the equipment and repair service of 
the telephon: company. We see current TV operations in 
the hands of licensed operators of. TV stations as making 
for lower quality programming in order to sell the cable. 
a We believe that.TV should work at the local level to 
inform and entertain, with the objective to improve the 
quality of life. It should contribute to a feeling of 
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Mr. Guy Lefebvre 
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September 29, 1976. 


community identity and also to the develupment of a Canadian 
identity by the exposure of Canadian artists and film makers. 


We would like to see non-profit organizations used as much as 
possible rather than giving licenses to those who are more 
concerned with financial return than with quality. 


“We believe, therefore, that it is of the utmost importance > 


that the whole future 
* consideration.» .. 
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of pay TV be given full and careful 
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Yours very truly, 
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President, OSAC  % 
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Marguerite A. Gallaway, 
Executive Director. 
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Mr. Guy Lefebvre, 
Secretary General, 
Canadian Radio-Television and 


Telecommunications Commission, COMMENT soceivad iy 
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Re: The Development in Canada of a t 


Pay Television Program Agency 


As the Commission is aware, CHUM Limited is the owner of 
CKVR-TV Barrie, Ontario, and the controlling shareholder in the 
Atlantic Television System, ATV, which consists of te:evision stations 


in Halifax (CJCH), Sydney (CJCB), Moncton (CKCW) and Saint John 
(CKLT) . 


Individual briefs are being submitted by CKVR and ATV. 


We commend the Minister of Communications, The Honourable 
Madame Sauve. for the objectives she outlined for Pay TV in Canada: 


| 
1. "A Pay Television Operation or structure should maximize | 
potential benefit for the Canadian broadcasting system and | 

for viewer choice. 


Z.0o"It- must ‘provide a range of programming which does not 
duplicate that now being offered by broadcasters and must 


do so without siphoning programs from the broadcasting 
system. 


3. "It must ensure the production of high-quality Canadien 
r | programs that Canadians will watch. 


4. "It must ensure that programs are produced in Canada for 
internatioral sale," 
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Mr. Guy Lefebvre September 29, 1976 


CHUM Limited feels strongly that unless these objectives can 
be fulfilled to the letter, that introduction of Pay TV in Canada should 


be postponed indefinitely. 


If there is to be further consideration of Pay TV in Canada, it 
should be at public hearings held by the CRTC, where the full 
implications of Pay TV would be aired for the benefit of the Canadian 


public: 


From our daily contacts with the people of Canada, we find no 
evidence what:oever of public demand for Pay TV. 


On the contrary, many Canadians feel that the cost of maintaining 
the CBC, estimated at close to half a billion dollars next year, is more 
than Canadian taxpayers care to afford. 


Canadians presently have a form of Pay TV which can be called 
“pay cable". Nearly half the households in Canada are now paying a 
monthly fee, mainly for the importation of American television Signals. 


In addition, certain provinces have educational TV, paid for by the 
Canadian taxpayer. 


Why, then, do we need Pay TV? We already hav} "Pay GBC, 
"Pay Cable", and "Pay Educational TV". 


It is the opinion of CHUM Limited that the introduction of Pay TV 


in Canada, regardless of what rules are set, would inevitably lead to 


drastic program siphoning from the present Canadian broadcasting system. 


This could meéa that the Canadian public may have to pay to watch 
major sporting events such as the Canada Cup, the Olympic Games; 
regular NHL hockey and CFL football games; top notch movies and 
major entertainment specials. 


Off air television as it is now enjoyed by nearly all Canadians could 
become a thing of the past. It could be relegated to running re-runs of 
Old re-runs. 


Pay TV could outbid regular TV for all the best in programming, and 
this programming would then only be available to those able to receive 
Pay TV and to those able to afford it, 
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Mr. Guy Lefebvre September 29, 1976 


Canadians would just not stand for this, any more than they 
stood still for the elimination of American FM signals from Canadian 
cable companie3. 


In the future, if the current favourite television programs were 
Only available on Pay TV, we feel that Canadians would be extremely 
upset, and Ottawa would be the site of an unpreceaented protest 
demonstration, 


Canadians have shown many times in the past that they will only 
be pushed so far. 


If the Canadian people clearly understand the implication of program 
siphoning by Pay TV, it is our belief that there will undoubtedly be 
no demand for Pay TV. Onthe contrary, it is our opinion that there 
will be the strongest possible Opposition to it, particularly when many 
Canadians learn they may have to pay for the telev'sion that is now free, 
and many other Canadians, in rural areas, learn that this service is 
not even aveilable to them because they are not within range of the 
Pay TV signals. 


It is CHUM Limited's recommendation that the introduction of Pay TV 
in Canada be postponed indefinitely. 


Sincerely, 
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